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Stock Info 

 

Sector Shipping 

Market Cap (Rs cr) 2,038 

Beta 0.6 

52 WK High / Low 445/199 

Avg Daily Volume 68271 

Face Value (Rs) 10 

BSE Sensex 14,296 

Nifty 4,214 

BSE Code 532682 

NSE Code ABGSHIP 

Reuters Code ABGS.BO 

Bloomberg Code ABGS@IN 

Shareholding Pattern (%) 

Promoters 56.9 

MF/Banks/Indian FIs 11.3 

FII/ NRIs/ OCBs 25.9 

Indian Public 5.9 
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Performance Highlights 

 Flat Topline growth for the quarter: ABG Shipyard posted a flat growth 
in Topline to Rs193.1cr (Rs192.8cr) for Q4FY2007. Topline was flat as 
revenue was booked on percentage completion method and on delivery 
of vessels. Building of four vessels is nearing completion and is expected 
to be delivered in the next quarter.  

 Decline in Operating margins: The company recorded a decline of 
89bp in OPM to 25.7% for Q4FY2007. OPM fell as a result of higher 
expenditure due to one-time payment of octroi for the Surat shipyard.    

 Q4FY2007 Net Profit increases by 6.7%: Bottomline increased by 6.7% 
to Rs33.0cr (Rs30.9cr). Net Profit Margin expanded by 105bp to 17.1%. 
Higher Other Income, which rose by 31% and lower provision of taxes by 
50%, resulted in the improvement in Bottomline.   

 Strong Order book size: ABG Shipyard’s order book has grown at 85% 
over the last one year. The company’s current order book size is worth 
Rs4,074cr of which the unexecuted order book size is to the tune of 
Rs3,220cr giving revenue visibility for the next three-four years. The 
order book comprises diverse mix of vessels catering to various sectors 
with major contribution from the offshore segment (around 45%). Of the 
current order book, export orders account for around 75% vis-a-vis a 
62% a year ago.   

 

Exhibit 1: Key Financials  

Y/E March (Rs cr) FY2006 FY2007E FY2008E FY2009E 

Net Sales      542      704     1,161    1,561 

% chg        43.8        30.0         64.8        34.5 

Net Profit        83.7      116.3       189.2      256.6 

% chg         87.0        39.0         62.7        35.7 

Diluted EPS (Rs)        16.4        22.8         37.1        50.4 

EBITDA Margin (%)        26.0        27.7         27.5        27.3 

P/E (x)        24.3        17.5         10.8          7.9 

P/CEPS (x)        16.1        12.5         10.1          7.5 

RoE (%)        17.3        19.7         24.6        25.2 

RoCE (%)        24.6        27.4         33.4        36.6 

P/BV (x)          4.2          3.5           2.6          2.0 

EV/Sales (x)          3.2          2.7           1.7          1.2 

EV/EBITDA (x)        12.3          9.9           6.1          4.4 
Source: Company, Angel Research; Note: Calculation done on fully diluted equity 
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Orders bagged during the quarter: 

 ABG secured a repeat order from Gujarat Ambuja Cements (GACL) for the construction of 
bulk cement carriers at a price of $9.9mn (Rs45cr). GACL currently owns seven vessels all 
built by ABG Shipyard in the past. This will be 8th vessel built for GACL by ABG Shipyard.  

 The company bagged a major order from M/s Pacific First Shipping Pte, Singapore for 12 
vessels of which the order is for the construction of nine AHTS vessels and three dry bulk 
carriers. Total value of the order is Rs1,030.5cr with the last vessel to be delivered in 
December 2009. With this, the company has started accepting orders for its upcoming Dahej 
Shipyard where vessels up to 120,000dwt can be constructed.  

 The company secured a repeat order for the construction of tug at a price of $13.5mn 
(Rs60cr) from Lamnalco Limited, Cyprus. This is the 12th ship order from Lamnalco Limited, 
Cyprus to ABG Shipyard.  

 
Acquisition during the quarter: 
ABG Shipyard has signed a Memorandum of Understanding (MoU) for the acquisition of Vipul 
Shipyard situated adjacent to the company's existing shipyard at Magdalla Port in Surat, Gujarat. 
Post this acquisition, the company would be able to increase its capacity by about 25% from its 
current 32 vessels built on modular basis to 40 vessels. This acquisition will aid the company to 
reduce the lead time for the expansion which otherwise would have taken around 24 months. The 
company has acquired the Shipyard at the right time to take advantage of the growth in the 
shipbuilding activities. This acquisition will facilitate optimal use of resources in the company's 
existing shipyard and new facility to synergize productivity and achieve economies of scale. The 
company would incur Rs100cr towards the cost of acquisition and modernisation of Vipul 
Shipyard, which would be funded through internal accruals.  
 
 
FY2007 Performance 

 Robust Revenue growth: ABG Shipyard posted a yoy revenue growth of 30% to Rs704.4cr 
(Rs541.7cr) for FY2007. The huge growth was seen as a result of capacity expansion done at 
the Surat shipyard. EBIDTA margin for FY2007 stood at 27.7% (26.0%). This improvement 
was seen on the back of better operating efficiencies due to a more streamlined production 
process and modular shipbuilding process. Going ahead, we expect the company to sustain 
the operating margin at 26-28% levels.    

 Net Profit zoomed by 39%: The company reported 39% Net Profit growth yoy for FY2007 to 
Rs116.3cr (Rs83.7cr) on the back of robust topline growth and improved operating 
performance.  

  
 
Outlook and Valuation 
The company expects to sustain growth given the competitive advantage it has in terms of project 
management, lower design costs, cheap skilled labour available and its capability to set up a 
large facility at a lower cost which is evident from the current acquisition of Vipul Shipyard.  
 
At the CMP, the stock trades at 10.8x FY2008E and 7.9x FY2009E fully diluted Earnings of 
Rs37.1 and Rs50.4, respectively. We remain positive on the company’s growth prospects. We 
maintain a Buy on the stock. We have upgraded our 12-month Target Price to Rs520, 
giving a 30% upside from current levels.   
   
 
 
 
 



 
 

June 19, 2007                                                                                                                                                                           3 

ABG Shipyard Angel Broking  
                                  Service Truly Personalized India Research 

TM 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Angel Broking Limited
Research Team    Tel: 4040 3800                        E-mail: research@angeltrade.com                     Website: www.angeltrade.com 

 

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.   
Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information 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. 
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every 
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use 
the information as the basis for any claim, demand or cause of action. 
Recipients of this material should rely on their own investigations and take their own professional advice. 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 their own advisors to determine the 
merits and risks of such an investment. 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 - 
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks 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. 
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its 
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons that 
may prevent Angel Broking and affiliates 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. 
Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of 
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect 
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions. 
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies 
referred to in this report, as on the date of this report or in the past. 
Sebi Registration No : INB 010996539 
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Exhibit 2: Q4FY2007 Performance 
Y/E March (Rs cr) Q4FY2007 Q4FY2006 %chg FY2007 FY2006 %chg 
Revenue 193.1 192.8   0.1 704.4 541.7           30.0 
Expenditure 143.4 141.5             1.4 509.0 400.9           27.0 
EBIDTA 49.7 51.3          (3.2) 195.3 140.9           38.7 
EBIDTA Margin (%) 25.7 26.6  27.7 26.0  
Interest 9.3 4.3        116.1 26.7 16.7           59.5 
Depreciation 1.7 1.1           60.9 5.9 3.6           63.7 
Other Income 2.9 2.2           31.1 5.4 6.1   (11.6) 
Profit before Tax 41.6 48.2     (13.6) 168.1 126.6           32.8 
Provision for Taxation 8.6 17.3   (50.0) 51.8 43.0           20.7 
Net Profit 33.0 30.9             6.7 116.3 83.7           39.0 
Diluted EPS (Rs) 6.5 6.1   22.8 16.4   
Source: Company, Angel Research 


