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BACK ON TRACK
Voltas Ltd’s Q4FY10 results beat our expectation as net sales
grew by 8.1% YoY to Rs14.8bn as against our estimate of
Rs11.9bn. OPM expanded by 257bps to 9.4% due to decline in
raw material prices. Consequently, adj. net profit rose by 87%
to Rs1.1bn (our estimate was Rs777mn). For FY10, adj net profit
increased by ~56% to Rs3.6bn against our estimate of Rs3.3bn.

Intense summer took revenues northward: Revenues from cooling
products segment (contributes ~25% to topline) increased by ~72%
(YoY) and more than compensated the decrease in revenues from
other segment. Overall, net sales for the Q4FY10 surged by 8.1%
YoY. Margins improved across the segment and resulted in OPM
expansion of 257bps in Q4FY10.

Improving order inflows: In our earlier reports, we highlighted the
expectations of improving order inflows by the end of FY10 due to
lag effect from construction/ infrastructure industry. Voltas received
a prestigious MEP order of Rs8bn for the modernisation of Abu
Dhabi's Central Market. Total order inflows for Q4FY10 is ~Rs16bn
which is an increase of ~5x QoQ. The total order book at the end of
Q4FY10 stands at Rs47.2bn (+19% QoQ).

Outlook: Healthy order inflows augur well for bright future for Voltas.
We believe that the company should be back on high growth
trajectory from FY12 onwards. Performance for the Engineering
product division should also improve in FY11 with improvement in
industrial activities.

VALUATIONS AND RECOMMENDATION

We have increased our earning estimates for FY11 by ~7% on the
back of better visibility from MEP segment and have introduced
FY12 estimates. At the CMP of Rs172, the stock trades at a P/E of
13.0x and an EV/EBITDA of 7.2x its FY12E EPS of Rs13.3. We
upgrade our recommendation to ‘BUY’ with a target price of Rs212
(16x FY12E EPS).
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STOCK DATA

RELATIVE PERFORMANCE

Market Cap Rs56.9bn.
Book Value per share Rs33.1
Eq Shares O/S (F.V. Rs1) 330.7mn.
Free Float 72.3%
Avg Traded Value (6 mnths) Rs189mn
52 week High/Low Rs191/92
Bloomberg Code VOLT IN
Reuters Code VOLT.BO

PERFORMANCE (%)

1M 3M 12M
Absolute  (3.4)  10.0  83.7
Relative  0.7  8.4  57.6
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KEY FINANCIALS Rs mn

KEY RATIOS

QUARTERLY SNAPSHOT (Rs mn)

Sep-09 Dec-09 Mar-10
Net Sales  10,996  9,928  14,802
YoY Gr. (%)  11.7  3.6  8.1
Op. Profits  1,259  898  1,395
OPM (%)  11.4  9.0  9.4
Adj Net Profits  904  694  1,175
YoY Gr. (%)  53.3  68.7  86.9

Quarter Ended

BUY
CMP Rs172
TP Rs212

FY08 FY09 FY10P FY11E FY12E
Net Sales 32,156   43,617   48,236   53,639   64,851   
YoY Gr.(%) 27.3      35.6      10.6      11.2      20.9      
Op. Profits 2,657     3,189     4,769     5,026     5,999     
Op. Marg.(%) 8.3        7.3        9.9        9.4        9.2        
Adjusted Net Profit 1,863     2,338     3,638     3,693     4,387     
YoY Gr.(%) 29.7      25.5      55.6      1.5        18.8      

Dil. EPS (Rs) 5.6         7.1         11.0       11.2       13.3       
ROCE (%) 48.6       44.6       48.1       39.4       36.6       
RoE (%) 37.2       34.2       38.6       29.8       28.0       
PER (x) 30.5       24.3       15.6       15.4       13.0       
EV/Net sales (x) 1.7         1.2         1.1         0.9         0.7         
EV/EBITDA (x) 18.4       14.3       9.9         8.7         7.2         
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Voltas Ltd.

 Segmental Result - Consolidated
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Order Book (Rs bn)

Source: Company & PINC Research
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Domestic (Rs bn) International (Rs bn) Order Inflow  (Rs bn)

Rs mn Mar-09 Mar-10 YoY (%) Dec-09 QoQ (%) FY09 FY10 YoY (%)
Revenues
Electro-mech. Proj. & Serv. 9,560          9,310          (2.6)             7,131          30.5            27,668        31,134        12.5            
Engineering Prod. & Serv. 1,342          1,198          (10.7)           1,173          2.1              5,422          4,680          (13.7)           
Unitary Cooling Products 2,443          4,211          72.3            1,539          173.6          9,223          11,871        28.7            
Others 243             90               -              71               -              1,039          391             -              

Total 13,588        14,809        9.0              9,914          49.4            43,352        48,076        10.9            
Less: Inter segment revenue 17               3                 -              9                 -              93               18               -              

Net Sales 13,571        14,806        9.1              9,905          49.5            43,259        48,059        11.1            
PBIT
Electro-mech. Proj. & Serv. 674             1,034          53.5            637             62.3            2,135          3,182          49.0            
Engineering Prod. & Serv. 71               238             234.7          159             50.0            628             769             22.5            
Unitary Cooling Products 264             460             74.0            190             142.3          611             1,226          100.5          
Others 15               37               -              7                 -              95               72               (24.1)           

Total 1,024          1,769          72.7            993             78.2            3,470          5,249          51.3            
Capital Employed
Electro-mech. Proj. & Serv. 1,353          2,086          54.1            1,440          44.9            1,353          2,086          54.1            
Engineering Prod. & Serv. 1,290          958             (25.8)           924             3.7              1,290          958             (25.8)           
Unitary Cooling Products 1,612          1,414          (12.2)           1,125          25.7            1,612          1,414          (12.2)           
Others 131             114             (12.6)           80               42.4            131             114             (12.6)           
Total Allocable capital 4,386          4,572          4.2              3,569          28.1            4,386          4,572          4.2              
Add: Unallocable capital 3,512          6,278          78.8            6,755          (7.1)             3,512          6,278          78.8            

Total 7,898          10,850        37.4            10,324        5.1              7,898          10,850        37.4            
PBIT Margin (%)
Electro-mech. Proj. & Serv. 7.0              11.1            8.9              7.7              10.2            
Engineering Prod. & Serv. 5.3              19.9            13.5            11.6            16.4            
Unitary Cooling Products 10.8            10.9            12.3            6.6              10.3            

Sales Mix (%)
Electro-mech. Proj. & Serv. 70.4            62.9            71.9            63.8            64.8            
Engineering Prod. & Serv. 9.9              8.1              11.8            12.5            9.7              
Unitary Cooling Products 18.0            28.4            15.5            21.3            24.7            

PBIT Mix (%)
Electro-mech. Proj. & Serv. 65.8            58.5            64.2            61.5            60.6            
Engineering Prod. & Serv. 7.0              13.5            16.0            18.1            14.7            
Unitary Cooling Products 25.8            26.0            19.1            17.6            23.4            
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Year Ended March (Figures in Rs mn)

Voltas Ltd.

RESEARCHRESEARCHRESEARCHRESEARCHRESEARCH

P/E Band Median PE v/s Daily PE
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Income Statement FY08 FY09 FY10 FY11E FY12E
Net Sales 32,156   43,617   48,236   53,639   64,851   
Growth (%) 27.3      35.6      10.6      11.2      20.9      
Operating Profit 2,657     3,189     4,769     5,026     5,999     
Other income 316       604       612       615       654       
EBITDA 2,973     3,793     5,380     5,641     6,652     
Growth (%) 56.3      27.6      41.8      4.9       17.9      
Depreciation 167       210       214       227       240       
EBIT 2,806     3,584     5,166     5,414     6,412     
Interest paid 50         128       98         61         53         
PBT (before E/o items) 2,756     3,456     5,068     5,353     6,359     
Tax  prov ision 997       1,172     1,472     1,660     1,971     
E/o Income / (loss) 316       261       250       -        -        
Net Profit 2,076     2,514     3,809     3,693     4,387     
Adjusted net profit 1,863     2,338     3,638     3,693     4,387     
Growth (%) 29.7      25.5      55.6      1.5       18.8      
Basic EPS (Rs) 6.3        7.6        11.5      11.2      13.3      
Adj Dil EPS (Rs) 5.6        7.1        11.0      11.2      13.3      
Diluted EPS Growth (%) 29.7      25.5      55.6      1.5       18.8      

Cash Flow Statement FY08 FY09 FY10P FY11E FY12E
Pre-tax profit 3,072    3,717    5,318    5,353    6,359    
Depreciation 167       210       214       227       240       
Total tax  paid (597)      (1,048)   (1,472)   (1,660)   (1,971)   
Chg in w orking capital 1,279    (1,760)   (259)      1,628    (1,881)   
Other items (354)      (147)      (615)      (594)      (640)      
Cash from oper. (a) 3,567    973       3,186    4,955    2,107    
Capital ex penditure (287)      (902)      (600)      (500)      (500)      
Chg in inv estments (1,335)   1,076    (1,323)   (100)      (250)      
Other items 237       475       651       655       693       
Cash flow from inv. (b) (1,385)   649       (1,271)   55        (57)       
Free cash flow  (a+b) 2,182    1,622    1,915    5,010    2,050    
Equity  raised/ (repaid) 0          0          -       -       -       
Debt raised/ (repaid) (378)      577       (1,200)   1,080    (100)      
Interest Paid (90)       (111)      (37)       (61)       (53)       
Div idend (incl. tax ) (388)      (520)      (774)      (774)      (774)      
Other items 0          (0)         -       -       -       
Cash flow from fin. (c) (856)      (53)       (2,011)   245       (927)      
Net chg in cash (a+b+c) 1,325    1,569    (96)       5,255    1,123    

Balance Sheet FY08 FY09 FY10P FY11E FY12E
Equity Share Capital 331       331       331       331       331       
Reserves & surplus 5,442    7,567    10,602  13,521  17,134  
Shareholders' funds 5,772     7,897     10,933   13,852   17,464   
Total Debt 737       1,814     614       1,694     1,594     
Minority  interest 5           159       196       197       198       
Capital Employed 6,515     9,871     11,743   15,743   19,256   
Net fix ed Assets 1,898     2,955     3,341     3,614     3,874     
Cash & Cash Eq. 5,275     5,755     6,980     12,320   13,683   
Net other current assets (1,160)    558       817       (811)      1,070     
Inv estments 312       378       380       395       405       
Net Deferred tax  asset 189       224       224       224       224       
Total Assets 6,515     9,871     11,743   15,743   19,256   

Key Ratios FY08 FY09 FY10P FY11E FY12E
OPM (%) 8.3       7.3       9.9       9.4       9.2       
Net margin (%) 6.5       5.8       7.9       6.9       6.8       
Div idend y ield (%) 0.8       0.9       1.2       1.2       1.2       
Net debt/ Equity  (x ) 0.1       0.2       0.1       0.1       0.1       
Net w orking capital (day s) 40.7      44.9      48.0      46.0      52.0      
Asset turnov er (x ) 4.9       4.4       4.1       3.4       3.4       
ROCE (%) 48.6      44.6      48.1      39.4      36.6      
RoE (%) 37.2      34.2      38.6      29.8      28.0      
EV/Net sales (x ) 1.7       1.2       1.1       0.9       0.7       
EV/EBITDA (x ) 18.4      14.3      9.9       8.7       7.2       
PER (x ) 30.5      24.3      15.6      15.4      13.0      
Price/Book (x ) 9.9       7.2       5.2       4.1       3.3       

0

10

20

30

40

Apr-05 Jul-06 Oct-07 Jan-09 May -10

Daily PE Median PE

0

75

150

225

300

Apr-05 Jul-06 Oct-07 Jan-09 May -10



RESEARCHRESEARCHRESEARCHRESEARCHRESEARCH

T E A M

EQUITY DESK

Sadanand Raje Head - Institutional Sales sadanand.raje@pinc.co.in 91-22-6618 6366
Technical Analyst

Anil Chaurasia Equities anil.chaurasia@pinc.co.in 91-22-6618 6483
Gagan Borana Equities gagan.borana@pinc.co.in 91-22-6618 6485
Shailesh Kadam Derivatives shaileshk@pinc.co.in 91-22-6618 6349
Ganesh Gokhale Derivatives ganeshg@pinc.co.in 91-22-6618 6350

Rajeev Gupta Head - Sales Trading rajeev.gupta@pinc.co.in 91-22-6618 6486
Amar Margaje amar.margaje@pinc.co.in 91-22-6618 6327
Ashok Savla ashok.savla@pinc.co.in 91-22-6618 6321
Raju Bhavsar rajub@pinc.co.in 91-22-6618 6301
Manoj Parmar manojp@pinc.co.in 91-22-6618 6326
Hasmukh D. Prajapati hasmukhp@pinc.co.in 91-22-6618 6325
Pratiksha Shah pratikshas@pinc.co.in 91-22-6618 6329

SALES

DEALING

RESEARCH

Vineet Hetamasaria, CFA Auto, Cement vineet.hetamasaria@pinc.co.in 91-22-6618 6388
Nikhil Deshpande Auto, Auto Ancillary nikhil.deshpande@pinc.co.in 91-22-6618 6339
Vinod Nair Construction, Power vinod.nair@pinc.co.in 91-22-6618 6379
Subramaniam Yadav Construction subramaniam.yadav@pinc.co.in 91-22-6618 6371
Madhura Joshi Power madhura.joshi@pinc.co.in 91-22-6618 6395
Satish Mishra Fertiliser, Engineering satish.mishra@pinc.co.in 91-22-6618 6488
Rohit Kumar Anand IT Services rohit.anand@pinc.co.in 91-22-6618 6372
Karan Taurani IT Services karan.taurani@pinc.co.in 91-22-6618 6382
Rajesh Kumar Ravi Logistics, Cement, Ship-building rajeshkumar.ravi@pinc.co.in 91-22-6618 6377
Pawan Burde Metals, Mining pawan.burde@pinc.co.in 91-22-6618 6381
Dipti Vijaywargi Metals, Mining dipti.vijaywargi @pinc.co.in 91-22-6618 6393
Harleen Babber Metals, Mining harleen.babber@pinc.co.in 91-22-6618 6389
Vedang V. Bakshi Natural Gas, Capital Goods vedang.bakshi@pinc.co.in 91-22-6618 6394
Chirag Dagli Pharma, FMCG, Fertiliser chirag.dagli@pinc.co.in 91-22-6618 6462
Naveen Trivedi Pharma, FMCG naveent@pinc.co.in 91-22-6618 6384

Gaurang Gandhi gaurangg@pinc.co.in 91-22-6618 6400
Hemang Gandhi hemangg@pinc.co.in 91-22-6618 6400
Ketan Gandhi ketang@pinc.co.in 91-22-6618 6400

DIRECTORS

COMPLIANCE

Rakesh Bhatia Head Compliance rakeshb@pinc.co.in 91-22-6618 6400



bright thinking

Member : Bombay Stock Exchange & National Stock Exchange of India Ltd. : Sebi Reg No: INB 010989331. Clearing No :  211
1216, Maker Chambers V, Nariman Point, Mumbai - 400 021; Tel.: 91-22-66186633/6400  Fax : 91-22-22049195

Financial Securities Ltd
SMALL WORLD, INFINITE OPPORTUNITIES

Infinity.com

Disclaimer:  This document has been prepared by the Research Desk of M/s Infinity.com Financial Securities Ltd. (PINC) and is meant for use of the
recipient only and is not for public circulation. Each recipient of this document should make such investigations as it deems necessary to arrive at
an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors
The information  contained herein is obtained and collated  from sources believed reliable and PINC has not independently verified all the
information given in this document. Accordingly, no representation or warranty, express or implied, is made as to the accuracy, completeness or
fairness of the information and opinions contained in this document.
The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as
endorsement of the views expressed in the report. The opinion expressed or estimates made are as per the  best judgement as applicable at that
point of time and PINC reserves the right to make modifications and alternations to this statement as may be required from time to time without any
prior approval
PINC, its affiliates, their directors, employees and their dependant family members may from time to time, effect or have effected an own account
transaction in, or deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment
banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these entities
functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document
This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis
of PINC. The views expressed are those of analyst and the PINC may or may not subscribe to all the views expressed therein
This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to
any other person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into
the United State (to U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed
in Japan or to any resident thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose
possession this document comes should inform themselves about, and observe, any such restrictions
Neither PINC, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special
or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.
Copyright in this document vests exclusively with PINC and this document is not to be reported or circulated  or copied or made available to others.

Our reports are also available on Reuters, Thomson Publishers and Bloomberg PINV <GO>


