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Areva T&D India (ATD IN) 

Capital Goods  

Expensive valuation; maintain Sell 
Areva T&D India’s 4QCY10 results were in line with expectations. While the 
14.4% YoY revenue growth was below expectations, the 140bps expansion in 
EBITDA margins was better than expectations. Adjusted PAT at `881mn 
increased 36% YoY.  

Order inflow for the quarter declined 9% YoY. Note that, order inflow for CY10 
at `41.9bn was flat. The order book, at the end of CY10, recorded a mere 2% 
YoY growth. We factor in a 25% YoY order inflow growth in CY11. Despite this, 
the current valuations at 25x CY12E remains steep (19% earnings CAGR). 
Maintain Sell.  

4QCY10 results in line with expectations 

 Areva T&D India’s 4QCY10 results were in line with expectations. While the 14.4% YoY 
revenue growth was below expectations, the 140 bps expansion in EBITDA margins was 
better than expectations. The margin expansion was driven by higher sales volumes and 
better cost controls. Adjusted PAT at `881mn increased 36% YoY. 

For CY10, revenues grew 12.4% YoY, driven by higher sales volumes. The EBITDA 
margin at 11% declined 70bps YoY.  

Order book flat from CY09 level 

Orders from PGCIL have been delayed, while orders from state utilities were flat in CY10. 
The 765kV projects decided were less than 50% of those decided in CY09. In 1QCY11 
so far, ordering activity is still below the trend.  

The order book as at the end of CY10 recorded a mere 2% YoY growth. This has 
resulted in a 21% downward revision in our earnings estimates for CY11. For CY11, we 
factor in a 25% YoY order inflow growth, based on the possibility of a revival in order 
inflow from PGCIL and industrial capex.  

Steep valuation; maintain Sell 

Currently, Areva T&D India trades at 25xCY12. Note, we expect 19% earnings CAGR 
during CY10-12E. This is primarily driven by the assumption of a 25% order inflow 
growth in CY11 and flat margins. We believe that despite these optimistic assumptions, 
the valuation remains steep at the current level. Maintain Sell. 
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SELL 

Sector view: Underweight 

Sector relative view: Underperform 

TP:  `220 (-21%) 

CMP:  `280  

Company data 

Shares outstanding 239mn

Market cap        `67bn/US$1.49bn

52-wk high/low  `350/233

Avg. daily traded volume  0.33(mn shrs)

Promoter FIIs DII Others

72.2 1.2 13.6 13.0 

Shareholding pattern (%) 

Performance (%) 

 

  
Share price movement 

 

  

Ravikiran Surana  +91 22 66399123  

ravikiran.surana@alchemyonline.com 

Jay Kakkad  +91 22 66399195 

jay.kakkad@alchemyonline.com 
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Maintain     

Financial summary 
Yr-end December (` mn)   CY09A CY10A CY11E CY12E
Net sales 35,832 40,370 42,896 50,966
Net profit 1,966 1,867 1,773 2,623
EPS (Rs) 8.2 7.8 7.4 11.0
RoCE (%) 16.7 13.0 11.7 15.2
RoE (%) 24.1 20.0 16.6 21.6
P/E (x) 32.7 37.0 37.7 25.5
EV/EBITDA (x) 16.9 17.5 16.9 13.0
P/BV (x) 7.4 6.9 5.9 5.1

Source: Alchemy Research, Company 
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Exhibit 1: 4QCY10 results 
(` mn) 4QCY09 1QCY10 2QCY10 3QCY10 4QCY10

Order inflows  14,180  10,156   10,192     8,550   12,950 

YoY change (%)         80           3          31         (18)           (9)

Order book  47,717  49,750   51,112   49,207   48,765 
Book-to-bill         1.4         1.4         1.4         1.3         1.2 

      

Sales  11,599    7,768     8,855   10,477   13,272 

YoY change (%)       23.6        (8.1)       12.3       41.6       14.4 

Total expenditure  10,205    7,346     8,040     9,145   11,488 
(Inc.)/dec. in stocks        243       (774)       (432)         (66)          45 

Raw material     7,986     6,449      6,379      7,175      9,013 

Personnel cost        844        858        869        810        923 

Other expense     1,132        813      1,224      1,225      1,507 

EBITDA    1,394       423        815     1,332     1,784 

YoY change (%)        1.4      (61.1)      (23.9)     109.5       28.0 

EBITDA margins (%)       12.0         5.4         9.2       12.7       13.4 

YoY change (bps)       (263)       (743)       (439)        412        142 

Interest        173        134        103        144        219 

Depreciation        242        237        225        245        230 

Other income            1          -          -          -            2 

PBT before non-recurring items        978          52        487        943      1,335 

Non-recurring items          51          -          -          -          -

PBT    1,029         52        487        943     1,335 
Tax        348          17        164        313        455 

Tax rate (%) 33.8 32.9 33.7 33.2 34.0

PAT       681         35        322        630        881 
Adj. PAT       647         35        322        630        881 

YoY change (%) -9.6 -93.9 -38.6 181.0 36.2

Key cost parameters       

RM/sales       70.9       73.1       67.2       67.9       68.2 

Staff cost/sales         7.3       11.0         9.8         7.7         7.0 

Other exp./sales         9.8       10.5       13.8       11.7       11.4 

Source: Alchemy Research, Company 

 
Exhibit 2: Order book remains flat 

Source: Alchemy Research, Company 
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Order inflow declined 
9% YoY due to delay in 
order finalization and 
price erosion 

Muted order inflow led 
to decline in book-to-bill 
ratio 

Improvement in margins 
due to higher sales 
volume 

The order book, at the 
end of CY10, remains 
flat as compared to that 
in CY09. Hence, we 
expect a mere 6% 
revenue growth in 
CY11. 
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Profit and loss account 
Yr-end December (` mn) CY09A CY10A CY11E CY12E
Net sales 35,832 40,370 42,896 50,966
Raw materials 24,925 27,531 29,261 34,767
Employee cost  2,924 3,460 3,806 4,266
Other expenses 3,794 4,971 5,468 6,288
Total expenditure 31,643 35,963 38,536 45,321
EBITDA 4,189 4,407 4,360 5,645
Other income 16 2 10 10
Interest 579 657 698 629
Depreciation 611 936 1,026 1,112
PBT 2,931 2,816 2,646 3,915
Total tax 997 949 873 1,292
PAT 1,921 1,867 1,773 2,623
Less: Adjustments — — — —
Adjusted PAT 1,966 1,867 1,773 2,623

 
 
 
 
Key assumptions 
Yr-end December    CY09A CY10A CY11E CY12E
Order inflow 42,250 40,196 50,245 57,781
Order book (derived) 47,717 48,765 54,545 59,495
Book-to-bill (derived) 1.3 1.2 1.2 1.1
 
 

 
 
 
 
 
 
 
 
Balance sheet 
Yr-end December (` mn)  CY09A CY10A CY11E CY12E
Equity capital 478 478 478 478
Reserves & surplus 8,188 9,552 10,821 12,510
Net worth 8,666 10,030 11,299 12,988
Minority interest — — — —
Total debt 7,676 8,957 7,957 7,757
Total 16,342 18,987 19,256 20,745
          
Net block 8,384 8,567 8,641 8,529
Capital WIP 519 400 300 300
Total fixed assets 8,903 8,967 8,941 8,829
Investments — — — —
Net working capital 6,014 8,878 8,985 10,678
Current assets 28,759 35,583 36,825 42,737
Inventories 3,790 4,808 5,252 6,240
Debtors 20,469 26,541 26,842 31,199
Cash & bank 1,325 1,042 1,230 1,138
Other current assets 3,174 3,192 3,501 4,160
Current liabilities & 
provisions 21,420 25,663 26,610 30,921
Creditors 7,460 9,653 9,219 10,954
Other liabilities 12,861 14,983 16,223 18,691
Provisions 1,099 1,027 1,167 1,276
Net deferred tax assets 100 100 100 100
Miscellaneous exp. — — — —
Total 16,342 18,987 19,256 20,745

Source: Alchemy Research, Company 

Financial statements and assumptions 
Ratios
Yr-end December    CY09A CY10A CY11E CY12E
Percentage of net sales   
Raw material costs 69.6 68.2 68.2 68.2
Employee costs 8.2 8.6 8.9 8.4
Total expenses 88.3 89.1 89.8 88.9
EBIDTA 11.7 10.9 10.2 11.1
PAT 5.4 4.6 4.1 5.1
Asset-based ratios (%)   
RoCE 16.7 13.0 11.7 15.2
RoE 24.1 20.0 16.6 21.6
Turnover ratios (days)   
Debtor days 170 204 218 199
Inventory days 39 39 43 41
Creditor days 85 113 118 106
Working capital days 63 78 86 79
Growth ratios (%)   
Net sales 35.0 12.7 6.3 18.8
EBITDA (4.6) 5.2 (1.1) 29.5
EPS (19.8) (5.0) (5.0) 47.9
CEPS (2.8) 10.7 (0.2) 33.4
Per share (Rs)   
EPS 8.2 7.8 7.4 11.0
CEPS 10.6 11.7 11.7 15.6
BV 36.2 41.9 47.3 54.3
DPS 1.8 1.8 1.8 1.8
Valuations (x)   
P/E 32.7 37.0 37.7 25.5
P/CEPS 25.4 24.6 23.9 17.9
P/BV 7.4 6.9 5.9 5.1
Yield (%) 0.7 0.6 0.6 0.6
EV/EBITDA 16.9 17.5 16.9 13.0
EV/sales 2.0 1.9 1.7 1.4
Solvency ratios   
Current  ratio 1.3 1.4 1.4 1.4
Quick ratio 0.1 — — —
D/E ratio 0.9 0.9 0.7 0.6
Interest coverage ratio 4.1 3.5 3.2 4.8

 
Cash flow statement 
Yr-end December (` mn)    CY09A CY10A CY11E CY12E
PAT 1,921 1,867 1,773 2,623
Add: Depreciation 611 936 1,026 1,112
Add: Interest expense 579 657 698 629
Less: Other income (16) (2) (10) (10)
Change in working capital (1,380) (2,864) (107) (1,692)
Others — — — —
Cash flow from operations 1,715 594 3,379 2,661
Change in fixed assets (3,044) (1,000) (1,000) (1,000)
Change in investments — — — —
Other income  16 2 10 10
Others — — — —
Cash flow from investing 
activities (3,028) (998) (990) (990)
Change in debt 2,984 1,281 (1,000) (200)
Dividend & dividend tax (504) (504) (504) (934)
Change in equity & share premium — — — —
Interest paid (579) (657) (698) (629)
Other adjustments 287 — — —
Cash flow from financing 
activities 2,188 121 (2,201) (1,763)
Change in cash & cash equivalents 876 (284) 188 (92)
Opening cash & cash equivalents 451 1,325 1,042 1,230
Closing cash & cash equivalents 1,327 1,042 1,230 1,138

Source: Alchemy Research, Company 



 

 

Areva T&D India Capital Goods  

 Alchemy Share & Stock Brokers Pvt. Ltd  4

 

 

 
 

 
 

 
 

 
 

 
 

 
The ratings are based on the absolute upside of our target price from the current price. 

 
 

Upside >25% Strong Buy   Sector relative call    Sector weight 

Upside between 15% and 25% Buy   Outperform >5% upside to sector benchmark   Overweight 

Upside up to 15% Accumulate   Marketperform +5% to -5% of sector benchmark   Equal weight 

Downside up to 15% Reduce   Underperform >5% downside to sector benchmark   Underweight 

Downside >15% Sell          
 
 
 
 
 

Sales Trade execution 
+91 22 6639 9159/26/61 +91 22 6639 9121/34/67 

 
    

Disclaimer 
This report has been prepared by Alchemy Share and Stock Brokers Private Limited ("Alchemy").  Alchemy is regulated by the Securities and Exchange Board of India.  
 
This report does not constitute a prospectus, offering circular or offering memorandum and is not an offer or invitation to buy or sell any securities, nor shall part, or all, of this presentation form the 
basis of, or be relied on in connection with, any contract or investment decision in relation to any securities. 
 
This report is for distribution only under such circumstances as may be permitted by applicable law.  Nothing in this report constitutes a representation that any investment strategy, recommendation 
or any other content contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation.   
 
All investments involve risks and investors should exercise prudence in making their investment decisions.  The report should not be regarded by the recipients as a substitute for the exercise of their 
own judgement.  Any opinions expressed in this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of Alchemy as a 
result of using different assumptions and criteria.  Alchemy is under no obligation to update or keep current the information contained herein.   
 
The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of investors.  Options, derivative products and futures are not suitable for all investors, and trading 
in these instruments is considered risky.  Mortgage and asset-backed securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates and other 
market conditions.  Past performance is not necessarily indicative of future results.  Foreign currency rates of exchange may adversely affect the value, price or income of any security or related 
instrument mentioned in this report.   
 
Any prices stated in this report are for information purposes only and do not represent valuations for individual securities or other instruments.  There is no representation that any transaction can or 
could have been effected at those prices and any prices do not necessarily reflect Alchemy's internal books and records or theoretical model-based valuations and may be based on certain 
assumptions.  Different assumptions, by Alchemy or any other source, may yield substantially different results. 
 
Alchemy makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability with respect to, the fairness, accuracy, completeness or correctness of any 
information or opinions contained herein.  Further, Alchemy assumes no responsibility to publicly amend, modify or revise any forward-looking statements, on the basis of any subsequent 
development, information or events, or otherwise. 
 
Neither Alchemy nor any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report.  In no event shall Alchemy be 
liable for any direct, special indirect or consequential damages, or any other damages of any kind, including but not limited to loss of use, loss of profits, or loss of data, whether in an action in 
contract, tort (including but not limited to negligence), or otherwise, arising out of or in any way connected with the use of this report or the materials contained in, or accessed through, this report.  
Alchemy and its affiliates and/or their officers, directors and employees may have similar or an opposite positions in any securities mentioned in this document (or in any related investment) and may 
from time to time add to or dispose of any such securities (or investment).  
 
The disclosures contained in the reports produced by Alchemy shall be strictly governed by and construed in accordance with Indian law.  Alchemy specifically prohibits the redistribution of this 
material in whole or in part without the written permission of Alchemy and Alchemy accepts no liability whatsoever for the actions of third parties in this regard.  

 

ALCHEMY SHARE & STOCK BROKERS PVT LTD
8th Floor, Tower No. 1, One Indiabulls Centre, 

Senapati Bapat Marg, Elphinstone Road, Mumbai 400013 
Tel: +91 22 6639 9100 Fax: +91 22 6639 9119
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