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We introduce a monthly chart book where we highlight the key 
monitorables for the Capital Goods and Infrastructure sectors. Key charts 
for the month are: 
» Bank credit to Infrastructure: Sharp slowdown seen in lending to 

infrastructure sectors in June ‘11 at Rs 25bn (-91% YoY). This is 
primarily on a slowdown in disbursement to power and roads. Lenders 
have increasingly grown cautious in lending to the power sector as 
issues on coal availability and SEB losses weigh on sector profitability. 

» Heavy and Medium Commercial Vehicle sales: Heavy and medium 
CV sales remained quite subdued in July, 11 – reflective of the 
weakness currently being witnessed in the infrastructure and real 
estate sectors. 

» Consumer Goods Production: Clear signs of a slowdown in 
consumer spending, evident from the sharp deceleration in growth in 
consumer goods production (1.6% in June ’11 vs. 8.6% in June,10) 
with durable goods showing a paltry 1% growth in production 

» Repo and reverse repo rates: Repo rates were raised to 8% in July 
‘11 which is the 11th rise since March ’10 - RBI has raised rates 
aggressively to tame inflation. Our economist expects another 50bps 
rate hikes in the coming quarters.  High interest rates have been a key 
reason for new projects getting deferred as cost of capital has risen 
significantly over the past few quarters. SBI PLR stands at 14.8% vs.  

» New export orders: India new export orders index at 49 in July ‘11. 
This is the first time orders contracted since May ’09. With orders 
beginning to contract, we may see a contraction in export growth as 
well in the coming months. 

» Fuel-wise generation: Electricity production grew at a robust 12.9% in 
July, led by thermal (+9% YoY) and nuclear (+62% YoY). Higher 
thermal production on account of increased coal availability while 
higher nuclear fuel along with commissioning of the new unit at Kaiga 
plant increased nuclear generation. 

Valuation and Picks 
We retain our cautious view on the sector on non-availability of coal 
linkages, land and environmental issues along with macro concerns on 
higher interest rates and commodity prices. Our top pick in the sector is 
KEC International on account of its diversified order book and relatively 
cheap valuations. We retain our SELL rating on ABB India on account of 
rich valuations. We have a Neutral rating on BGR Energy, BHEL, 
Crompton Greaves, Jyoti Structures and Thermax. 

COMPANIES 

 
ABB INDIA CMP Rs 816 
Reco SELL 
 
BGR ENERGY CMP Rs 298 
Reco NEUTRAL 
 
BHEL CMP Rs 1,736 
Reco NEUTRAL 
 
CROMPTON GREAVES CMP Rs 137 
Reco NEUTRAL 
 
JYOTI STRUCTURES CMP Rs 62 
Reco NEUTRAL 
 
KEC INTERNATIONAL CMP Rs 62 
Reco BUY 
 
THERMAX CMP Rs 481 
Reco NEUTRAL 
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VALUATION TABLE  

Source: Company, MF Global India Research Estimates 

 
BSE CAPITAL GOODS INDEX VERSUS THE POWER GENERATION PLAYERS—PRICE PERFORMANCE 
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Source: PGCIL, MF Global India Research 

 
BSE CAPITAL GOODS INDEX VERSUS THE POWER T&D PLAYERS—PRICE PERFORMANCE 
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Source: PGCIL, MF Global India Research 

COMPANY BBG CODE PRICE RATING EV/EBITDA (X)  P/E (X)  P/B (X) 

     2011 2012E 2013E 2011 2012E 2013E 2011 2012E 2013E 

ABB INDIA ABB IN EQUITY 816 SELL 35.9 20.8 17.1 61.7 34.8 28.7 6.5 5.6 4.8 

AREVA T&D ATD IN EQUITY 206 - 13.6 12.1 9.9 26.3 22.7 17.1 4.9 4.2 3.3 

BGR ENERGY BGRL IN EQUITY 298 NEUTRAL 4.6 4.1 3.9 6.7 6.4 6.6 2.3 2.1 1.9 

BHEL BHEL IN EQUITY 1,736 NEUTRAL 9.1 8.2 7.5 14.0 12.8 11.7 4.2 3.5 2.9 

CROMPTON GREAVES CRG IN EQUITY 137 NEUTRAL 6.7 7.8 6.2 9.5 12.1 10.1 2.7 2.2 1.9 

JYOTI STRUCTURES JYS IN EQUITY 62 NEUTRAL 3.5 3.1 2.8 4.6 4.9 4.6 0.9 0.7 0.6 

LARSEN AND TOUBRO LT IN EQUITY 1,531 - 16.4 14.0 11.1 26.1 22.4 18.1 4.3 3.8 3.3 

KEC INTERNATIONAL KECI IN EQUITY 62 BUY 6.2 5.7 4.6 7.8 7.4 5.8 1.7 1.4 1.2 

KALPATARU TRANSMISSION KPP IN EQUITY 114 - 5.8 3.6 3.1 7.1 7.1 6.0 1.5 0.9 0.8 

SIEMENS INDIA SIEM IN EQUITY 854 - 26.6 18.4 15.5 30.9 30.9 25.5 8.5 7.2 5.9 

THERMAX TMX IN EQUITY 481 NEUTRAL 8.9 8.0 7.2 15.2 13.8 12.5 4.4 3.6 3.0 

SECTOR AVERAGE    12.5 9.6 8.1 19.1 15.9 13.3 3.8 3.2 2.7 
SECTOR MEDIAN    8.9 8.0 7.2 14.0 12.8 11.7 4.2 3.5 2.9 
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Key Charts for the month  
SHARP SLOWDOWN IN CREDIT TO INFRA SECTOR (RS CR) 
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 HEAVY AND MEDIUM COMMERCIAL VEHICLE SALES 
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FUEL-WISE GENERATION (BN UNITS) AND YOY GROWTH (%) 
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 REPO AND REVERSE REPO RATES (%) 
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INDIA NEW EXPORT ORDERS AT 49 FOR 1ST TIME SINCE MAY, 09 

35

40

45

50

55

60

65

Ju
l-0

5

Ja
n-

06

Ju
l-0

6

Ja
n-

07

Ju
l-0

7

Ja
n-

08

Ju
l-0

8

Ja
n-

09

Ju
l-0

9

Ja
n-

10

Ju
l-1

0

Ja
n-

11

Ju
l-1

1

 

 CONSUMER GOODS PROUCTION – WEAKNESS CONTINUES 
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Source: Company, MF Global India Research  
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Power Generation Sector 
 
GENERATION CAPACITY ADDITION  
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» FY12 capacity addition target is at 17.8GW, while total 
capacity added till date (Apr-July, 11) stood at 6.8GW. 
We are expecting ~45GW of capacity addition in the
11th Five Year Plan, which would rise to ~90GW in the
12th Five Year Plan 

 
 

 FUEL-WISE GENERATION (BN UNITS) AND YOY GROWTH (%)  
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» Electricity generation in July ‘11 was up a robust 
12.9% YoY to 74bn. This was on a sharp growth in
nuclear (+62% YoY) and thermal (+9% YoY) 
generation. Growth in thermal generation was on 
account of higher availability of coal. FY12 target for 
growth in electricity generation at 855bn units 
(+5.7% YoY) as per CEA.  

   

BASE AND PEAK DEFICIT  
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» Significant fall in base and peak deficit from early
FY11. Base deficit stood at 5% in July ’11, while peak
deficit was at 9.9%. CEA expects base deficit at 
10.3% and peak deficit at 12.9% in FY12. We expect
the base and peak deficit to continue to fall into FY15 
as significant generation capacities come on stream. 

 ALL INDIA PLF (%)   
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» Significant drop in PLF in July ‘11 on fall in 
generation from Central and State Sector utilities 
(primarily NTPC) 

Source: Company, MF Global India Research 
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Short-Term Power Markets 
 

SHORT-TERM ELECTRICITY PRICES (RS/KWH) 
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» Short-term electricity prices have continued to dip 
further (Bilateral prices down to Rs 3.82 in June, 11 
vs. Rs 4.5 in May, 11) as SEBs “back off” from 
buying power in the short-term markets. Prices in the 
South Grid have also come off (after spiking in early 
2011 on account of elections in the Southern states) 

 SHORT-TERM VOLUMES BY TYPE – BILATERAL, UI, EXCHANGES (%)
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» Bilateral transaction continues to be the highest 
contributors to short-term volume at 53% in June ’11,
followed by UI at 31%. We note that volumes in the UI 
market have fallen 14% from ~45% in Jan ‘08.  

   

SHORT-TERM ELECTRICITY VOLUMES (BN UNITS) 
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» Short-term electricity volumes continue to rise, 
standing at 8bn in June, 11 and now account for 11% 
of total electricity generation in the country. We expect 
the short-term market to rise to ~15% of total electricity 
generated by FY15E. 

 NET SHORT-TERM VOLUMES BY TOP BUYERS (MN UNITS) 
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» Punjab, Uttar Pradesh, Tamil Nadu, Haryana and 

Rajasthan account for 85% of net electricity volumes in 
the short-term market. These states are also the ones 
with the highest annual losses (partly explained by the 
high short-term prices) 

Source: Company, MF Global India Research 
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Transmission Sector 
 
TRANSMISSION LINES ADDITION (CKT KMS) AND GROWTH (YOY %) 
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» Transmission line addition in July ‘11 stood at 
1,100kms (-30% YoY) and 2,428kms in Q1FY12 
(+20% YOY). FY12 target for transmission line addition
is at 19,792kms (+31% YoY), which implies 21% of the 
target has been achieved. We note that the last year of 
the plan typically has a surge in capacity addition.  

 

 SUBSTATION ADDITION (MVA) AND GROWTH (YOY %) 
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» Substation addition in July ‘11 stood at 1,840MVA
(+636% YoY) and 2,140MVA in Q1FY12 (-8% YOY). 
FY12 target for substation addition is at 27,280MVA (-
14% YoY), which implies 15% of the target has been 
achieved till Q1FY12.  

   

CRGO STEEL PRICES (RS/MT) 
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» CRGO steel prices have stabilized over the last few 
quarters. Prices in April ‘11 at Rs 149, 000/MT were 
flat MoM. There are very few players globally who are 
capable of making CRGO steel–all of India’s CRGO 
steel is imported 

 TRANSMISSION LINE TOWERS PRODUCTION (000’ MT) 
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» Transmission line tower production was flat on a YoY 
basis at 50, 000 MT in April, 11. April is seasonally a 
weak month post a strong Q4  

Source: Company, MF Global India Research  
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Sector Order Flows and Order book 
 
PGCIL MONTHLY ORDERS (RS BN) 
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» Orders from PGCIL have remained muted in Q1FY12 
at Rs 3.5bn (-64% YoY). We expect a pick-up from Q3-
Q4FY12 and expect a ~15% jump in full-year orders to 
Rs 150bn (excluding HVDC orders).  

 

 CAPITAL GOODS ORDER INFLOW (RS BN) AND YOY GROWTH (%) 

-1%

-12%-9%

30%

58%

15%19%

-23%

17%

-17%

0

100

200

300

400

500

600

700

Q4
08

Q1
09

Q2
09

Q3
09

Q4
09

Q1
10

Q2
10

Q3
10

Q4
10

Q1
11

Q2
11

Q3
11

Q4
11

Q1
12

-30%
-20%
-10%
0%
10%
20%
30%
40%
50%
60%
70%

Sector Orderflow YoY Change(%)

 
 

» Sector-wide orders were down 17% YoY as orders fell 
across most companies in the sector. Worst hit were 
companies in the power generation space where lack 
of coal, delays in environment clearance has led to a 
standstill in new equipment ordering.  

 

    

SECTOR ORDERBOOK (RS BN) 
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» Sector order book flattens as order flows dry up and 
execution continues to remain robust 

 SECTOR BOOK-TO-BILL 
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» Sector book-to-bill continues its downtrend and now 
stands at 2.7x (12-month trailing sales). 

 
 

Source: Company, MF Global India Research                                                                                    

 
      



Equity Research | India 

29/08/2011 MF GLOBAL SECTOR UPDATE | CAPITAL GOODS CHARTBOOK 
 

 

 8  

Core Sector Production  
 
OVERALL CORE SECTOR GROWTH (YOY %) 
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» Core sector growth slows to 5.2% in June, 11 on
negative growth in coal, natural gas and fertilisers.
Strong growth seen in electricity and steel production 

 COAL PRODUCTION GROWTH (YOY %) 
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» Coal production down 3% yoy in June’11 on early onset 
of monsoon along with heavy rains in the eastern 
portion of India. In Q1FY12, Coal India produced 
96.3mn ton against the target of 98mn ton. Coal India
has, however, maintained its FY12 guidance of 452m 
tonnes to be produced (+5% YoY).                                           

   

CRUDE OIL PRODUCTION (YOY %) 
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» Crude oil production grew 8% YoY in June ‘11. Our 
FY12 oil production growth estimate is for 39.7mmt(
+5.2% YoY)                                             

 NATURAL GAS PRODUCTION (YOY %) 
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» Natural gas production dips as expected production 
from the Reliance KG D6 basin fails to materialise. 
Production in June ‘11 down 12%. Our FY12 natural 
gas production growth estimate of 140mmscmd (-2.4 
YoY %)                                             

 
Source: Company, MF Global India Research               
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Core Sector Production  
 
REFINERY PRODUCTION GROWTH (YOY %) 
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» Refinery production grew 4.7% in June ’11. Our FY12 
refinery production growth estimate stands at 173mt 
(+5% YoY) 

 FERTILISER PRODUCTION GROWTH (YOY %) 
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» Fertilizer production fell 2.4% in June, 2011, primarily 
on lower availability of key raw materials                        

 

   

STEEL PRODUCTION GROWTH (YOY %) 
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» Steel production grew 7.2% in July ‘11. Our FY12 steel
production growth estimate stands at 71mn tonnes
(+7.1% YoY)–down from 75mn tonnes on account of
the ban in iron ore mining from the Bellary mines.          

 

 CEMENT PRODUCTION GROWTH (YOY %) 
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» Cement production continues to be quite weak —
primarily driven by weakness in infrastructure and reall 
estate spending. Cement production grew by 0.9% in 
June ‘11. 

Source: Company, MF Global India Research 
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Automobile Sales–Proxy for domestic consumption and infrastructure spending 
 
DOMESTIC PASSENGER CAR SALES (MN) AND GROWTH (YOY %)  HEAVY & MEDIUM CV SALES (MN) AND GROWTH   (YOY %) 
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» Domestic passenger vehicle sales were at 133,747 units
in July–down 16% YoY as rising interest rates, higher fuel 
costs and inflation eat into passenger car demand. SIAM
expects an 8%-10% rise in demand for FY12.  
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» Heavy and medium commercial vehicle sales at +10% 
YoY in July (Goods - +7% YoY) remain subdued–rising 
interest rate, higher fuel costs and lower infrastructure 
spending eat into demand.  

   

TWO-WHEELER SALES (MN) AND GROWTH (YOY %) 
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» Two-wheeler sales are seeing a slowing down in growth
with July sales up 13% to 1,056,906 units.  

 
 

 

 THREE-WHEELR SALES (MN) AND GROWTH (YOY %) 
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» Three-wheeler sales are seeing a slowing down in 
sales with July sales down 3% to 43,949 units.  

 

Source: Company, MF Global India Research  
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India Industrial Production 
 
INDEX OF INDUSTRIAL PRODUCTION (YOY% GROWTH) 
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» IIP for June, 2011 was up 8.8% as against consensus 

estimates of 6%. This was primarily led by strong 
growth in the capital goods sector. Ex. Cap goods, IIP 
grew 4.5%. Our FY12 IIP estimate stands at 7%, as 
per our economist.  

 CAPITAL GOODS PRODUCTION (YOY% GROWTH) 
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» Capital Goods production grew a robust 38% in June,

11. However, capital goods data has been extremely 
volatile over the last few quarters, making the data 
difficult to predict.  

   

CONSUMER GOODS PRODUCTION (YOY% GROWTH) 
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» Clear signs of a slow down in consumer spending are 

evident from the sharp decline in growth in consumer 
goods production. Consumer goods grew 1.6% in 
June, 11 with durable goods showing a paltry 1% 
growth in production. 

 

 BASIC GOODS PRODUCTION (YOY% GROWTH) 
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» Basic goods production stood at 7.5% in June ’11,

helped by the robust growth in electricity production 

Source: Company, MF Global India Research  
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Traffic Growth: Ports  
 
CARGO & CONTAINER TRAFFIC (MN TONS)  
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» Cargo traffic was at 46.5mn tonnes (+3% YoY) in July, 
2011, while container traffic stood at 9.8mn tonnes
(+5% YoY). Primary driver for cargo traffic has been 
higher POL and coal imports. FY11 cargo traffic stood 
at 570mn tonnes (+2% YoY) and container traffic stood 
at 114mn tonnes (+13% YoY) 

 SHARE OF COMMODITIES IN PORT TRAFFIC (%) 
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» Highest contributor to growth in traffic was Coal (+9% 
YoY) and POL (+3% YoY). Overall imports in FY11 
were at 570mn tonnes with POL imports at 180mn 
tonnes (30%) and coal imports at 73mn tonnes (13%) 

 

   

CONTAINER TRAFFIC MARKET SHARE OF MAJOR PORTS  
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» Within containers, JNPT maintains its leading market 
share (46%) in July ‘11 as well. Chennai is at a distant 
2nd place with a 28% share  

 

 CARGO TRAFFIC MARKET SHARE OF MAJOR PORTS  
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» Within overall cargo traffic, Kandla port has the highest
market share (15%), followed by Vishakapatnam at 
12% share 

Source: Company, MF Global India Research 
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Traffic Growth–Railways and Airports  
 
RAILWAY PASSENGER TRAFFIC (MN) AND YOY GROWTH (%)  
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» Railways passenger traffic at 692mn (+4.4% YoY) in 

June ‘11. Railways carried freight of 7.9bn tonnes in 
FY11 

 

 RAILWAY FREIGHT TRAFFIC (MN TONS) AND YOY GROWTH (%) 
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» Railways freight traffic at 80mn (+7.4% YoY) in July 

’11, aided by a higher coal off take. Railways carried 
freight of 922mn tonnes in FY11 

   

AIRPORT PASSENGER TRAFFIC (‘000) AND YOY GROWTH (%) 
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» Passenger traffic growth remains robust at 14.2mn

(+14% YoY) in May ‘11. We would expect a slowdown 
in the coming quarters on account of the overall 
deterioration in the macro environment and slowing 
economic growth 

 AIRPORT FREIGHT TRAFFIC (‘000 TONS) AND YOY GROWTH (%) 
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» Freight traffic at 199,000 tonnes in May ‘11 remained 

flat over the last year  

Source: Company, MF Global India Research  



Equity Research | India 

29/08/2011 MF GLOBAL SECTOR UPDATE | CAPITAL GOODS CHARTBOOK 
 

 

 14  

Road Sector 
 
NHAI – ROADS 2/4/6/8 LANED (KMS) 
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» Pace of execution looks to be picking up–149kms of

roads were executed (+14% YoY) in June ‘11. In FY11,
total roads built stood at 1,780kms (-26% in FY11). 

 NHAI – ROADS UNDER CONSTRUCTION/IMPLEMENTATION 
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» Roads under construction have crossed the 10,000kms

mark and stood at 10,386kms in Jun ‘11. NHAI has set 
an ambitious target of awarding 7,993kms (Rs 647bn) 
of orders this year   

   

NHAI - ROADS TO BE AWARDED (KMS) 
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» A large part of the road orders to be awarded in the
next two years will be from Phase IV– two laning of
intercity connecting roads  

 

 ROADS AWARDED: COST OF CONTRACTS BREAK-UP 
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Source: Company, MF Global India Research                                                                       
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Investments  
 
QUARTERLY GROSS FIXED CAPITAL FORMATION (YOY GROWTH %) 
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Source: Company, MF Global India Research 

 

» Sharp slowdown seen in gross fixed capital formation over the last two quarters, signaling a sharp slow down in 
investments.  

 

 
INDUSTRIAL & INFRASTRUCTURE CAPEX (RS BN) AND YOY GROWTH (%) 

-

500

1,000

1,500

2,000

2,500

3,000

FY11FY10FY09FY08FY07FY06FY05FY04FY03

.

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

70%

80%

Auto Cap Goods Cement FMCG Infra TMT
Metals Oil & Gas Pharma Pow er Others Grow th

  
Source: Company, MF Global India Research  

 
 
» Post the downturn in 2009, industrial capex recovery has been extremely anemic; moreover, companies have 

grown cautious on expansion plans on account of the uncertain macro environment and future growth. 
Infrastructure capex (including power) has also been hit on rising interest rates, lack of coal, land and environmental 
clearances. Our bottom-up analysis of BSE-200 companies shows ~10% growth in capex in FY11 (post a de-
growth in FY10). We expect muted growth in capex in FY12-FY13 on subdued spending from Oil & Gas and Metal 
sectors.
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All-India Projects analysis 
 
PROJECTS ADDED (RS BN) 
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» After a sharp fall in project additions in 2010 (-27% 
YoY), 2011 has seen a further fall of 3%. Clearly, the 
investment climate in the country remains non-
conducive to incremental capacity expansion 

 PROJECTS SHELVED (RS BN) 
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» A sharp rise is being seen in projects getting shelved 
in 2011 (+22% YoY)– higher interest rates are to be 
blamed for this situation 

   

PROJECTS UNDER IMPLEMENTATION–BY SECTOR (RS BN) 
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» While the share of electricity has remained stable, the 
share of construction has risen to 18% from 3% in 
2003 

 PROJECTS UNDER IMPLEMENTATION–BY OWNERSHIP (RS BN) 
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» The sharp rise in the share of the private sector in 
projects under implementation is at 63% in FY11 from 
40% in 2003  

Source: CMIE, MF Global India Research                                                                                     
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India PMI–Manufacturing 
OVERALL PMI (OUTPUT) 
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» PMI continues to trend lower at 53.6 in July ‘11 (down 
from 55.3 in June ‘11), signaling a slowdown in growth
in manufacturing activity and was the weakest in the 
last 20 months. This was primarily on a slowdown in 
new order growth. However, expansion in 
manufacturing has continued for successive months 
since April, 2009. 
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» July has continued to see a rise in orders; however,
the pace of growth has slowed substantially for the 4th 
month in a row and is the lowest in the last 28 months.
Orders Index stood at 55 in July ‘11.  

 

   

NEW EXPORTS ORDER INDEX 
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» New export orders have contracted for the first time 

since May, 2009. Exports index stood at 49 in July ‘11 
 
 

 INPUT PRICES INDEX 
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» Input prices have seen a significant increase in July

’11, driven by higher raw material prices. The rate of 
increase in input prices was higher than in June ‘11. 
Input prices index stood at 65 in July ‘11  

Source: Company, MF Global India Research  
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Global and China PMI 
GLOBAL PMI: MANUFACTURING (>50 IS EXPANSION) 
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» Global PMI at 50.6 continues its downtrend in July ‘11. 
This is the 26th month in a row when manufacturing
output has expanded. Output expansion was the
slowest in US, hit a 20-month low in India and is the
weakest in the Euro zone and UK   

 GLOBAL NEW ORDERS INDEX (>50 IS EXPANSION)  
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» New orders posted a decline and are now below the 
50 mark. New orders fell in US, Euro zone and UK.
Pace of increase fell to a standstill in China and the
weakest was in India in the last 28 months   

   

GLOBAL INPUT PRICES INDEX  (>50 IS EXPANSION)  
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» There has been a further easing of input prices in July

‘11 and this month saw the least rise in a year  

 CHINA PMI  MANUFACTURTING (>50 IS EXPANSION)  
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» China’s headline PMI has increased to 49.8 in August, 

2011, but remains below the crucial 50 mark. This 
indicates that manufacturing output contracted for 
the 2nd month in a row in China   

 
Source: Company, MF Global India Research       
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US PMI  
 
OVERALL PMI (MANUFACTURTING) 
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» Overall manufacturing activity in the US increased for 

the 24th month in a row–PMI at 50.9. It, however, fell 
from 55.3 in June ’11, primarily on a contraction in 
new orders and inventories  

 

 NEW ORDERS INDEX (DIPPED BELOW 50)  
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» New order index at 49.2 fell below the 50 mark from 

51.6% in June ‘11. This is the first time orders have 
contracted since June 2009. 

 

   

INPUT PRICES 
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» The input prices index at 59 in July ‘11 fell a steep 9 
points from 68 in June ‘11. 10 of the 18 manufacturing 
industries have seen a rise in input prices  

 NEW EXPORTS ORDER INDEX 
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» New export orders at 54 in July ‘11 were around the 

same levels in June ‘11  

Source: Company, MF Global India Research  
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OECD Composite leading indicators (CLI)–points towards a slowdown in growth globally 
 
OECD 
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» Possible peak in the OECD economic growth as 

shown by the CLI 
 
 

 INDIA 
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» Slowdown in India continues  

   

UNITED STATES 
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» Possible peak in the US economic growth as shown 

by the CLI 
 

 EURO AREA (17 COUNTRIES) 

85

90

95

100

105

Ja
n-

07
M

ar
-0

7
M

ay
-0

7
Ju

l-0
7

Se
p-

07
No

v-
07

Ja
n-

08
M

ar
-0

8
M

ay
-0

8
Ju

l-0
8

Se
p-

08
No

v-
08

Ja
n-

09
M

ar
-0

9
M

ay
-0

9
Ju

l-0
9

Se
p-

09
No

v-
09

Ja
n-

10
M

ar
-1

0
M

ay
-1

0
Ju

l-1
0

Se
p-

10
No

v-
10

Ja
n-

11
M

ar
-1

1
M

ay
-1

1

 
» Slowdown in Euro continues 
 

Source: Company, MF Global India Research  
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Key raw material prices  
 
COAL PRICES (RICHARDS BAY AND NEWCASTLE) - $/TON 
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» Coal prices have continued to soften marginally into 
July – down ~2% for Newcastle and Richards Bay.   

 
 

 STEEL– HRC $/TONNE 
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» HRC prices at Rs 794/tonne in Jul ‘11 have remained 
stable over the past few months. Sharp rise in iron ore 
prices have led to a sharp rise in steel prices over the 
past few quarters 

   

COPPER (RS/KG)–KEY INDICATOR OF INDUSTRIAL ACTIVITY 
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» Copper prices have come off recent highs, but 
remains at elevated levels. Copper at Rs 400/kg in 
Aug ‘11 remains near its historically high levels  

 ALUMINIUM (RS/KG) 
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» Aluminum prices have continued their downward 
move into July ‘11 at Rs112/kg and further down to 
Rs105/kg in Aug ‘11 

 

Source: Company, MF Global India Research  
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Bank credit to the infrastructure sector 
 
CREDIT FLOW TO INFRA (RS CR) & GROWTH (YOY %)  
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» Sharp slowdown seen in lending to infrastructure
sectors in July ‘11 at Rs 2, 500crore (-91% YoY). This
is primarily on a slowdown in disbursement to the 
power and roads sector, while overall credit deployed
in the telecom sector showed negative growth on
repayment of loans 

 

 CREDIT FLOW TO POWER (RS CR) AND GROWTH (YOY %)  
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» Credit flow to the power sector at Rs 4, 795crore (-
32% YoY) in June ‘11 was sharply lower compared to 
the Rs 8, 131crore in May ‘11. Banks have 
increasingly become wary of lending to the power 
sector on account of problems facing the sector—the 
lack of coal, SEB losses and environmental 
clearances topping the list   

   

CREDIT FLOW TO ROADS (RS CR) AND GROWTH (YOY %)  
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» Credit flow to the roads sector at Rs 870crore (-66% 

YoY) in June ‘11 was sharply lower compared to the
Rs 2, 564crore in May ‘11. 

 INFRA AS % OF TOTAL NON-FOOD CREDIT BY BANKS  
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» Credit to infrastructure accounts for ~15% of overall 
credit deployment from the banking sector. This has 
risen sharply from ~9.5% in Q4FY08 as bank lending 
to infrastructure increased, primarily for power projects

Source: MF Global India Research  
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Deployment of bank credit to infrastructure 
 
DEPLOYMENT OF BANK CREDIT TO INFRA BY SEGMENT 
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Source: Company, MF Global India Research 

 

» Sectoral break-up of infrastructure credit over the last few years shows deployment to the power sector has 
continued at a robust pace. The power sector now accounts for 52% of the credit deployed in the infrastructure 
sector (up from 48% in Nov 2008). Media reports have cited banks reaching their exposure limits on lending to 
infrastructure. Lenders have become cautious towards lending to the power sector on lack of fuel/coal. SEB losses 
and environmental concerns. 
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Capital Raising–Domestic and Abroad 
EXTERNAL COMMERCIAL BORROWINGS ($BN) AND GROWTH  
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» External commercial borrowing have seen a sharp 

rise to US$ 3.4bn (+86% YoY) as companies took 
advantage of the lower interest rates abroad to raise 
cheap capital. Telecom and power companies have 
raised the highest monies via ECBs 

 FOREIGN DIRECT INEVESTMENT AND GROWTH (YOY %) 
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» FDI flows have surged to US$ 5.6bn in June ‘10 

(+310% YoY) as investments in the manufacturing 
and services sectors surged. This is the third straight 
month that has seen a sharp rise in investments 

   

FII INFLOWS (RS CR) AND GROWTH (YOY %) 
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» FII flows into equities continue to remain extremely 

weak in June ‘11 at Rs 4, 600crore (-56% YoY). YTD 
till July ‘11 FII flows stood at Rs 5,171crore 

 
 

 CAPITAL RAISED (RS CR) FROM PRIMARY MARKETS 
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» Equity raised from the primary markets has 
completely dried up with only Rs 195crore being 
raised in June ‘11. A clear shift is taking place in the 
debt market where Rs 1, 000crore was raised  

Source:  Bloomberg, MF Global India Research  
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Domestic interest rate scenario 
 
REPO RATE AND REVERSE REPO RATE (%) 
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» Repo rates at 8% in July ‘11 have been raised 11 
times since March ‘10 as the RBI raised rates 
aggressively to tame inflation. Our economist expects 
another 50bps rate hikes in the coming quarters 

 CORPORATE PAPER AND BOND RATES (%) 
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» Corporate paper rates continue to hover at ~10% 
after peaking at ~11% in Mar ‘11. There is an 
increasing trend amongst companies to borrow 
money via CP as the rate on offer is below the bank’s 
base and PLR rates 

 

   

SBI PRIME LENDING RATE (%)  
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» In Aug ’11, SBI has revised up its BPLR by 50bps to 
14.8%. Rise in the PLR has a direct impact on 
borrowing costs for companies who have to pay 
higher interest expenses on their borrowings                

 INDIA 10-YR BOND YIELD (%) 
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» 10-year bond yields continue to rise in July ‘11 as the 
RBI continues with its efforts to control inflation via 
raising interest rates. 10-year bond yields are now at
8.3%                                                                               

Source: MF Global India Research                                     
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Freight Rates and commodity prices 
 
BALTIC DRY INDEX 
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» The BDI continues to languish at 1,257 (down 90% 
from its May 2008 highs. The BDI is a leading 
indicator of economic activity as it reflects the cost of 
moving bulk cargo by sea and so demand for such 
commodities. However, some of the weakness in the 
BDI is also because of an oversupply of bulk carriers 
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» VLCC rates continue to languish at low levels as 

increased deliveries, combined with lower demand 
from emerging economies, dents global oil demand  

   

CHINA CONTAINERISED FREIGHT INDEX (CCFI) 
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» Weakness in container freight continues, especially 

for exports to Europe. With the US and Europe 
expected to see a significant slowdown in growth, we 
expect freight rates to follow suit   

 CRB COMMOIDTY INDEX 
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» The CRB commodity index has dropped 4% in July, 
11 as commodities prices reacted negatively to 
slowing economic growth in the Euro zone and US. 

Source: MF Global India Research                                     



Equity Research | India 

29/08/2011 MF GLOBAL SECTOR UPDATE | CAPITAL GOODS CHARTBOOK 
 

 

 27  

Valuations: YTD (Jan–July ‘11) returns vs. generation/T&D companies 
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Source: MF Global India Research                                     
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Valuations: Forward PE 
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 BHEL 
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BGR ENERGY 
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 CROMTPON GREAVES 
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JYOTI STRUCTURES 
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THERMAX 
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