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ENAM Securities CMP: Rs 279

(SN dia Research Target Price: Rs 311
Potential Upside: 11%

IUs possiblel Absolute Rating: BUY

Crompton Greaves

Relative to sector: Qutperformer

Bhavin Vithlani

B D _ power & Capcoos  WARGINS LEVERS WANING, VOLUME GROWTH A KEY
Email: bhavin@enam.com Crompton Greaves (CG) reported consol sales of Rs 24 bn (up 7%),
Uelh sEbe (e e EBITDA of Rs 3.4 bn (up 6%) & PAT of Rs 2.3 bn (up 17%), in-line with our
Akshen Thakkar expectations. Despite 31% YoY vol. growth in dom. T&D, a combination of
VP - Power & Cap Goods factors like pressure on realizations (down ~22%), slowdown in exports
Email: akshen.thakkar@enam.com (40% of domestic T&D) and deferral in delivery by clients impacted

Tel: 9122 6754 7608 .
revenues. The mgmt now expects standalone sales growth of ~14% in

FY11 (vs. 15% earlier) & 16-18% for FY12. Driven by recovery in

Relative Performance transformers for renewable, the Int’l biz surprised positively with ~13%

160 YoY growth in constant currency. The mgmt has raised its guidance of int’l
140 subs to 11-13% in Euro terms (vs 5-7% eatrlier) for Q4FY11 & FY12.
120 A Q3FY11 highlights and key conference call takeaways:
100 s [ O Healthy Cons. orders intake despite PGCIL slowdown: Despite
80 : deferrals in PGCIL orders during Q3, dom. order intake in 9MFY11
Jan-10 Jul-10 Jan-11 was at Rs 47 bn (up 10%). In spite of ~10% adverse impact of
Sensex — CRG currency translation, int’l orders were up 11% YoY at Rs 29 bn. The
Source: Bloomberg, ENAM Research order book stands healthy at Rs 37 bn (up 25% YoY) for domestic biz
& at Rs 70 bn (up 18% in constant currency) for international biz.
Stock data 0O Domestic T&D muted on slow exports, client delays & lower ASP: The
No. of shares : 641 mn mgmt expects 3-5% growth in Q4 & 10-11% in FY12 (can be higher if
MEIEEE S il 00 orders pick up). Margins were at all time high at ~20%. The mgmt
52 week high/low : Rs 349/ Rs 219
Avg. daily vol. (6mth) : 1.1 mn shares believes that benefits from designh changes (lower material content)
Bloomberg code :CRG 1B & operating leverage have largely been accrued and any further
Reuters code : CROM.BO

pressure due to pricing or input costs would impact margins.
Shareholding (%) Dec-10 QoQ chg O Int'l subsidiaries surprise positively The mgmt expects 11-13% growth

Promoters : 40.9 0.0 for Q4 & FY12. However, due to intense competition it does not
A : 223 20 expect margins to improve in short-term. The mgmt, however,
Ms /O : 14.5 (0) ts margins to improve substantially over a 2-3 yr period
Banks / Fls . 63 (0.4) expec g p y yr period.
Others : 15.9 (0.6) O Industrial & Consumer Biz grew by 20% and 30% respectively. The

mgmt has guided for 20% & 25%+ growth in FY12 for these biz.

Earnings cut marginally, Maintain Buy

To factor in a potential squeeze in margins (due to rising competitive
intensity) and lower dom. revenue growth (delay in receipt of orders), we
have cut our earnings marginally. Maintain BUY with TP of Rs 311.

Financial Summary (Consolidated)
Sales Adj. PAT Consensus EPS Change P/E RoE RoCE EV/EBITDA

(Rsmn)  (Rs mn) EPS* (Rs) (Rs)  YoY (%) ® (%) (%) x)
2010 91,409 8,180 - 128 471 - 378 44.2 - 13
2011E 99,931 9,084 141 142 1114 197 313 39.6 125 14
2012E 117,252 10,813 164 169 19.0 166 285 38.8 105 15
2013E 137,811 12,517 192 195 158 143 258 36.1 9.1 15

Source: Company, ENAM estimates; *Consensus broker estimates

ENAM Research is available on Bloomberg (ENAM <Go>), Reuters.com and Firstcall.com 31 January 2011



Crompton Greaves

Results Update (Consolidated)

Quarter ended 12 months ended
(Rs mn) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg
Net Sales 23,970 22,464 6.7 23,979 (0.0) 99,931 91,409 9.3
EBITDA 3,402 3,200 6.3 3,332 21 14,289 13,395 6.7
Other income 120 215 (44.1) 228 (47.2) 400 408 (1.9)
PBIDT 3,522 3,415 31 3,560 1.1) 14,689 13,803 6.4
Depreciation 467 395 18.2 458 1.9 1,738 1,551 12.1
Interest 39 49 (21.7) 49 (20.6) 172 428 (59.8)
PBT 3,017 2,971 1.5 3,054 1.2) 12,779 11,824 8.1
Tax 759 968 (21.6) 821 (7.6) 3,706 3,650 1.5
Less: Minority Interest/ Associates (15) 6 - (2) - (11) (6) 85.0
Adjusted PAT 2,328 1,996 16.6 2,136 9.0 9,084 8,180 111
No. of shares (mn) 642 642 - 642 - 642 642 -
EBITDA margins (%) 14.2 14.2 - 13.9 - 14.3 14.7 -
PBIDT margins (%) 14.7 15.2 - 14.8 - 14.7 15.1 -
EPS - annualized (Rs.) 14.5 12.4 16.6 13.3 9.0 14.2 12.8 111

Source: Company, ENAM Research

Segmental performance (Consolidated)

Revenues (Rs mn)

PBIT margin (%)

Dec-10

Dec-09

Dec-10

Power systems - Parent 5,807 5,690 21 19.8 19.0 81
Power systems - International 9,645 9,906 (2.6) 8.9 9.4 (51)
Total Power systems 15,452 15,596 (0.9) 13.0 12.9 9
Consumer Products 4,751 3,647 30.3 14.0 14.4 (34)
Industrial Systems 3,809 3,100 229 18.2 20.7 (245)
Others 57 188 - - - -
Total Net sales 24,069 22,5632 6.8 13.4 14.4 92)
Less: inter segment 929 68 47.1 - - -
Net Sales 23,970 22,464 6.7 - - -

Source: Company, ENAM Estimates

This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this
document should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to
buy or sell the securities of companies referred to in this document. The intent of this document is not in recommendary nature

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 its own advisors to determine the merits and risks of
such an investment. The investment discussed or views expressed may not be suitable for all investors

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express
or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of
the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or
deal as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or
solicit investment banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent
of each other. The recipient should take this into account before interpreting the document

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM
Securities Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other
person or published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to
U.S.Persons), Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident
thereof. The distribution of this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform
themselves about, and observe, any such restrictions

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or
consequential including lost revenue or lost profits that may arise from or in connection with the use of the information.

Copyright in this document vests exclusively with ENAM Securities Private Limited.
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