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Trading Data

Market Cap. (Rs bn) 38.9
Shares o/s (m) 366.6
Free Float 60.6%
3M Avg. Daily Vol (‘000) 184.5
3M Avg. Daily Value (Rs m) 24.4
Major Shareholders

Promoters 39.4%
Foreign 12.8%
Domestic Inst. 25.0%
Public & Others 22.8%
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Crompton Greaves

Investment in a promoter group company - a
negative surprise

B Acquisition of stake in APIL: Crompton Greaves (CRG) board has given approval
to buy a stake of 41% for Rs2.3bn at book value in Avantha Power and
Infrastructure (APIL), a promoter group company. These funds are to be utilized
for the Korba 1x600mw power plant for which a debt of Rs21bn has already been
underwritten, 80% of land acquisition has been completed, water allocation has
been done and coal linkage are in place. Another Rsl.6bn worth of equity will
have to be raised either by private equity or through group companies, which will
result in dilution of CRGs stake (but will not go lower than 26%).

APIL is a power generation company having 165MW capacity (by June 2009),
expandable to 1365mw (2 plants of 1x600mw each) in various stages. The other
stake holders of APIL are BILT, BILT paper and Solaris (all are Avantha group
companies).

B Buy-back offer: CRG board has approved a buy-back of shares for Rs2.2bn upto a

price of Rs170 per share. Keeping in mind that the APIL stake will be paid in cash
and the current cash balance is just about Rs3.0bn, CRG will have to utilize
internal cash generation over the next 9-12 months if it wants to complete the
buy-back. We believe that only a part of this buy-back will be completed and in
the current situation, this offer is largely there to just act as a check on the
declining stock price.

B Valuation: At the CMP of Rs106, the stock is trading at 6.9x FYO9E and 5.9x

FY10E earnings of Rs13.7 and Rs15.3, respectively. The diversification into power
generation could yield lucrative cash flows post 2013. However, in the near term
this diversification would have a negative impact as the future cash flow
commitments to this segment are not known. Also, to maintain its stake in the
venture, CRG will have to commit larger sums of money, going ahead. Our
Reduce rating stays.

Key financials (Y/e March) FY08 FYO9E FY10E FY11E
Revenues (Rs m) 68,323 85,457 95,770 109,042

Growth (%) 21.2 25.1 12.1 13.9
EBITDA (Rs m) 7,439 9,274 10,324 11,965
PAT (Rs m) 4,098 5,005 5,626 6,595
EPS (Rs) 11.2 13.7 15.3 18.0

Growth (%) 43.0 22.1 12.4 17.2
Net DPS (Rs) 1.6 2.0 2.3 2.7

Source: Company Data; PL Research

Profitability & valuation FY08 FYO9E FY10E FY11E
EBITDA margin (%) 10.9 10.9 10.8 11.0
ROE (%) 31.5 29.0 25.5 23.8
ROCE (%) 21.8 21.5 20.8 20.9
EV / sales (x) 0.7 0.6 0.5 0.4
EV / EBITDA (X) 6.0 5.1 4.5 3.8
PE (x) 9.5 7.8 6.9 5.9
P/ BV (X) 3.0 2.2 1.8 1.4
Net dividend yield (%) 1.5 1.9 2.2 2.5

Source: Company Data; PL Research
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Buy Accumulate Reduce Sell
PL’s Recommendation Nomenclature
BUY :  Over 15% Outperformance to Sensex over 12-months Accumulate :  Outperformance to Sensex over 12-months
Reduce :  Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months
Trading Buy :  Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month
Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as information
and is not for circulation. This document is not to be reported or copied or made available to others without prior permission of PL. It should not be considered or taken
as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or
completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information,
statements and opinion given, made available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The
suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent
expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or
engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication.

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document.




