
Above expectations
Indo Tech Transformers (ITTL) has posted 80.2% YoY and 25.9%
QoQ rise in topline at Rs567 mn for 4Q FY07. The company has
reported 159.1% YoY and 41.3% QoQ rise in bottom line at Rs103
mn for 4Q FY07, above our expectation. This robust performance is
on account of full utilization of increased capacity (from 2,450 MVA
to 3,350 MVA) and improved realization from Rs67 mn/MVA in 3Q
FY07 to Rs77 mn/MVA in 4Q FY07. Further, high margin orders
received during 1H FY07 (when key raw material - copper and CRGO-
prices were high) were executed in 4Q FY07. Subsequent fall in these
raw material prices has helped in improving profitability even after
passing on some benefit to clients.

We have revised our estimates upwards for FY08 E and are
introducing our FY09 estimates for the company. We expect ITTL's
revenues to grow at CAGR of 51% in FY07-FY09E on the back of
commissioning of ongoing capex. We expect operating margins to be
lower at 21.2% for FY08E and 17.7% in FY09E.

The stock is trading 10.9x FY08E earnings and 8.7x FY09E earnings,
with an EV/EBIDTA of 6.5x for FY08E and 5.0x for FY09E. We
maintain our Buy rating and upgrade our 1-year price target to Rs397
(11x FY09E earnings) from Rs371 an upside of 27%.

Highlights
nnnnn Higher than expected volumes of 672 MVA: ITTL has delivered 738

MVA in 4Q FY07 compared to 585 MVA in  4Q FY06, mainly due to
improved operational effic iency due to relocated and modernised
Saidapet plant that has increased its capacity from 450 MVA to 750 MVA.
Also the company was benefited on account of economies of scale as
it increased Thirumazhisai plant capacity from 1,800 MVA to 2,400 MVA.
Both the expanded capacities were fully operational in 4Q FY07. We
estimate volume for ITTL to grow a t 54% CAGR on  the back of
greenfield expansion of 4,000 MVA scheduled for commissioning in
September 2007.

Please see important  d isclaimer at  the end of the report .
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Exhibit 1: Key financials                          (Rs mn)

Y/E March FY06 FY07 F Y08E FY09E
Net sales 973 1557 222 7 3535

EBIT DA 173 378 47 9 6 25
EBITDA (%) 17.8 24.3 21. 5 17. 7

Net Profit (Adj) 110 263 30 5 3 83

EPS (R s) 10.4 24.7 28. 7 36. 1

EPS Growth (%) (62.6) 138.1 16. 0 25. 8

ROCE (%) 33.5 46.4 43. 6 43. 5

ROE (%) 22.3 31.9 28. 8 28. 5

PE (x) 30.1 12.7 10. 9 8. 7
Pr ice /Boo k Value (x) 4 .7 3 .6 2.8 2. 2

EV/EBIT DA (x) 10.9 8 .1 6.5 5. 0

Price Performance (%)
1M 3M 12M

Absolute                      18.6  5.5  43.8
Relative*                     12.6  8.1  26.3

*To the BSE Sensex

Sector: Power
Target Price Rs397
Market cap Rs3.3 bn/US$80.9 mn
52-week range                        Rs328/118
Shares in issue (mn)    10.6
3-mon avg daily vol (no of shares)  226,249
3-mon avg daily vol (mn) Rs70.8/US$1.7
Bloomberg  INDT IN
BSE Sensex                          13909
Website w ww.indo-tech .com

Relative Performance

(As of 27 April 2007)

Shareholding Pattern (%)
Promoters  54.4
FIIs  13.3
MFs/FIs/Banks  5.0
Publc  16.5
Others  10.9
(As of 31 March 2007)
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nnnnn Consistently improving realizations: The company clocked Rs0.77
mn/MVA in 4Q FY07 compared to Rs0.59 mn/MVA in 4Q FY06. The
realizations have been consistently improving during the last four
quarters on account of high demand of transformers and increased
raw material prices of copper and CRGO. These had to be passed on
to the customers due to price escalation clause in majority of orders.
We expect realizations to stabilize at Rs0.65mn/MVA in FY08-9E.

nnnnn Margins improved by 80 bps QoQ: ITTL has managed to improve its
operating margins by 80 bps QoQ and 1,360 bps in 4Q FY07 due to
decreased raw material pr ices and improvement in efficiency. We
expect the company to clock 21.5% and 17.7% EBIDTA margins for
FY08E and FY09E respectively. We expect this decrease in EBIDTA
margin as more and more revenues of ITTL would come from the
northern  st ates  l ike Ma harashtra, UP  a nd Rajas than where
competition will be much higher; thus ITTL will not have much of a
pricing power.

nnnnn Expansion plans on track: According to the company's management
the expansion plans are well on track and ITTL has started trial runs
for the proposed dry type transformer facility from 1 April 2007. The
greenfield expansion of 4,000 MVA plant is expected to commence
operations in September 2007, which is as scheduled.

nnnnn Healthy order book:  Buoyant  demand for trans formers has
maintained ITTL's order book at a healthy level of Rs1.48 bn (SEBs
84% and industry 16%). This healthy order book gives visibility to the
company's earnings going forward.

nnnnn Maintain Buy with a revised price target of Rs397: We have
revised our estimates upwards for  FY08E and are introducing our
FY09 estimates for the company. We expect ITTL's revenues to grow
at CAGR of 51% in FY07-FY09E on the back of commissioning of
ongoing capex. We expect operating margins to be lower at 21.2%
for FY08E and 17.7% in FY09E.

At current price of Rs313, the stock is trading 10.9x FY08E earnings
and 8.7x FY09E earnings, with an EV/EBIDTA of 6.5x for FY08E and
5.0x for FY09E. We maintain our Buy rating and upgrade our 1-year
price target to Rs397 (11x FY09E earnings) from Rs371 an upside of
27%.

Exhibit 2: Quarterly results    (Rs mn)

Y/E March 4Q FY07 4Q FY06 % ch g Yo Y 3QFY07 % chg Qo Q
Net Sales 567 315 80.2 450 25.9

Expenditure 414 272 52.0 332 24.6
EBITDA 154 43 260.5 119 29.6

EBITDA (%) 27.1 13.5 1360bps 26.3% 80bps
Other  income 8 19 58.0 7 14.5
Depreciation 4 2 88.4 3 39.3

EBIT 158 59 165.7 123 28.5
Interest 1 3 (70.7) 2 (60.9)

PBT 157 56 178.6 120 30.2
Ta x 54 17 225.5 48 13.2
Tax rate (%) 34.4 29.4 500 bps 39.5% (510) bps

PAT 103 40 159.1 73 41.3
Source: Company data, ASK Raymond James.
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Disclaimer
ASK Raymond James & Associates Private L imited , Mu mba i i s a joint ven ture between ASK Investme nts and Fina ncial Consultants Private Limited, Mumbai and Heritage Internationa l Limi ted (a su bsidiary o f
Ra ymond James Financial, Inc, USA). This pu blication has been  prepared by ASK-Raymond  James & Associates Private Limited a nd may b e distributed b y it and its affil iate d companie s (co llecti ve ly "Raymond
James") solely for the informa tion of the  customers of Raymo nd James. Ra ymond Ja mes & Associate d companies are a full-service, in tegrate d investment banking, i nve stmen t manage ment an d brokerage group.
While  reasona ble care h as bee n used  in  its p re paration, this re port does not pu rport to  be a complete d escrip tio n o f the  securities, markets or developmen ts re ferred to  he re in, and  Raymond  James d oes no t
warrant its accuracy or completeness. The information contained herein ma y be chan ged wi thout notice.
We an d ou r affil iate s, officers, directors, and  employee s world wide may: (a) from time  to time, have long or sho rt p ositio ns in, and b uy or se ll the securiti es thereof, of th e companies mentioned herein or (b) be
en gaged in a ny other transaction involving such securities and  earn brokerage o r other compensation or act as a market maker in the finan cial i nstruments of the  companies discu ssed herein or act as advisor or
le nder/borrower to such co mpanies or ha ve oth er potential  conflict of inte rest with  respect to any recommendation and related information and opinions. Our research analysts and  sales pe rsons pro vid e importa nt
inputs into ou r investmen t banking activities.
This report is not an  offe r, or sol icita tio n o f an offer, to b uy or sell any se cu rity mentioned herein. No part of this material ma y be dupl icate d in a ny form and /or redistributed without the prior written consent o f
Raymond James.
This report is not directed or in tended fo r distribu tion to , or use by, any person or entity who i s a citizen o r resident of or l ocated in a ny locality, sta te, country or other jurisdiction, where su ch distribu tion, pu blication,
avai labil ity or use would  be contra ry to  law , re gulation or wh ich wo uld su bject Raymond Ja mes and affili ate s to  any registration  or licensing requirement with in such jurisdiction.  Th e securities described herein
may or may no t be  elig ible  for sale in a ll ju risdictions or to a certain  ca teg ory of investo rs. Persons in  whose p osse ssion this documen t may come are  re quired  to inform themselve s of a nd to observe
such restricti ons.
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An al yst  Cert ificat ion
The researc h analysts, with respect to each issuer and its sec urities covered by them in this research report, certify that:
nnnnn All  of the views  expressed in this research report acc urately reflect his or her personal views about all  of the issuers and their sec urities; and
nnnnn No part of his or her com pensation was, is, or wil l be directly or indirectly related to the speci fic recommendations or views expressed in this research report.
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