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Share Data

Reuters code AIAE.BO

Bloomberg code AIAE IN

Market cap. (US$ mn) 601

6M avg. daily turnover (US$ mn) 1.4

Issued shares (mn) 94

Target price (Rs) 310

Performance (%) 1M 3M 12M

Absolute 0 34 85

Relative 12 39 24

Valuation ratios

Yr to 31 Mar FY10E FY11E

EPS (Rs) 18.8 20.8

+/- (%) 3.8 10.4

PER (x) 16.1 14.6

PBV (x) 3.1 2.6

Dividend/Yield (%) 0.8 0.8

EV/Sales (x) 2.8 2.2

EV/EBITDA (x) 10.8 9.8

Major shareholders (%)

Promoters 65

FIIs 11

MFs 16

Public & Others 8

2QFY10 Result – Realisations to correct

Sales dropped by 21% YoY on a consolidated basis for the quarter. The tonnage

sold in the quarter dropped by 14% YoY to 23,118T and the production dropped

by 25% YoY to 22,004T.  Exports composed 60% of  the total sales in the quarter

and dropped 17.5% YoY to Rs 1,309.4 mn. In domestic sales, 58.4% was in the

cement sector, 10.7% in the mining sector and 31% in the power utility sector.

3,200T of  grinding media were exported to mines outside India in the quarter.

In 1HFY10, 7,200T of grinding media has been supplied to mines outside India,

generating a sales of Rs 500 mn, which implies an average realisation of

Rs 69.5/kg. The average realisation in the quarter was down 8.2% YoY and 6%

QoQ to Rs 98/kg whereas the average material cost/kg was down 26% YoY and

2% QoQ to Rs 41.4/kg. Other operating income for the quarter includes Rs 45

mn of  exchange rate gain and Rs 28 mn as DEPP income. Other expenses

include Rs 118 mn of forex loss. The outstanding MTM loss on export related

hedges (worth US$ 90 mn), stands at Rs 850 mn. The present order backlog

stands at Rs 405 mn out of which Rs 195 mn is based outside India. The cash on

books stands at Rs 3.7 bn. The company has negotiated a large order in platinum

mines for export and expects firm orders from three gold and one copper mine

subsequently. Sales have also resumed in iron ore to Vale and Quebec mines

although in limited quantities.

Sales volumes for the year FY10 are anticipated at 105,000-110,000T with 20,000T coming

from mining segment. Average realisations are expected to fall some more from the 2QFY10

levels as raw material costs have come down and share of mining will gradually increase.

Sales volumes for FY11 are anticipated at 140,000-150,000T with 40,000-50,000T coming

from mining (20,000 Platinum, 20,000 gold & copper, 10,000 Iron ore). Considering the

lower realisations in mining however, sales in FY11 are likely to grow by 20-25%. Also, as raw

material mix is likely to remain similar or have an increased proportion of ferro-chrome, a
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Financial highlights

(Rs mn) 2QFY09 2QFY10 YoY (%) 1HFY09 1HFY10 YoY (%) FY08 FY09 YoY (%) FY10E YoY (%) FY11E YoY (%)

Net Sales 2,865 2,260 (21.1) 4,864 4,574 (6.0) 6,912 10,233 48.0 9,554 (6.6) 11,952 25.1

EBITDA 673 592 (12.0) 1,208 1,202 (0.5) 1,638 2,466 50.5 2,444 (0.9) 2,700 10.5

EBITDA Margin (%) 23.5 26.2 – 24.8 26.3 – 23.7 24.1 – 25.6 – 22.6 –

Other Income 21 41 96.8 94 81 (14.4) 317 218 (31.0) 289 32.4 340 17.6

Depreciation 57 56 (3.2) 102 113 11.7 136 203 49.6 232 14.4 275 18.2

Interest 4 1 (71.4) 8 11 26.8 17 21 23.3 33 60.1 40 20.7

PBT 633 576 (9.0) 1,193 1,159 (2.8) 1,802 2,460 36.5 2,468 0.3 2,725 10.4

Tax 181 156 (13.7) 330 332 0.6 460 750 63.0 700 (6.7) 774 10.6

PAT (adjusted) 452 420 (7.1) 863 827 (4.1) 1,342 1,710 27.4 1,767 3.4 1,951 10.4
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35-40% increment in production tonnage implies at least as much increase in volume and

value of material cost expense unless scrap and ferro-chrome prices fall. This can possibly

impact margins in FY11 in spite of operating leverage but could be countered if the product

mix moves in favour of mill components as against grinding media, thereby increasing

realisations and top-line for the same increase in volume tonnage. At the current market price

of  Rs 300, the stock is trading at 16x FY10E and 14.6x FY11E earnings. We retain our

Outperformer rating with a target price of Rs 310 based on 15x FY11E earnings.

PER Band

Source: B&K Research
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Balance Sheet

Yr end 31 Mar (Rs mn) FY08 FY09 FY10E FY11E

Cash and Marketable sec. 266 2,587 3,154 3,867

Other current assets 5,057 5,943 5,621 6,876

Investments 947 414 414 414

Net fixed assets 2,148 2,383 2,296 2,492

Other non-current assets 16 9 – –

Total assets 8,434 11,336 11,485 13,648

Current liabilities 2,041 3,005 1,763 2,124

Total debt 136 442 415 501

Other non-current liabilities 73 108 – –

Total liabilities 2,250 3,554 2,178 2,625

Share capital 188 188 188 188

Reserves & surplus 5,913 7,537 9,062 10,779

Shareholders’ funds 6,100 7,725 9,250 10,967

Minorities interests 84 57 57 57

Total equity & liabilities 8,434 11,336 11,485 13,648

Capital employed 6,391 8,332 9,722 11,524

Income Statement

Yr end 31 Mar (Rs mn) FY08 FY09 FY10E FY11E

Net sales 6,912 10,233 9,554 11,952

Growth (%) 32.1 48.0 (6.6) 25.1

Operating expenses (5,273) (7,767) (7,110) (9,252)

Operating profit 1,638 2,466 2,444 2,700

EBITDA 1,638 2,466 2,444 2,700

Growth (%) 31.7 50.5 (0.9) 10.5

Depreciation (136) (203) (232) (275)

Other income 317 218 289 340

EBIT 1,819 2,481 2,501 2,765

Interest paid (17) (21) (33) (40)

Pre-tax profit 1,802 2,460 2,468 2,725
(before non-recurring)

Non-recurring items – 31 – –

Pre-tax profit 1,802 2,491 2,468 2,725
(after non-recurring)

Tax (current + deferred) (460) (750) (700) (774)

Net profit (before Minority 1,342 1,741 1,767 1,951
Interest, Pref. Dividend, etc.)

Minority interests (9) (7) – –

Reported PAT 1,333 1,734 1,767 1,951

Adjusted net profit 1,333 1,703 1,767 1,951

Growth (%) 41.6 27.8 3.8 10.4

Cash Flow Statement

Yr end 31 Mar (Rs mn) FY08 FY09 FY10E FY11E

Pre-tax profit 1,802 2,491 2,468 2,725

Depreciation 136 203 232 275

Change in working capital (1,602) (716) 338 (968)

Total tax paid (40) (38) (2,003) (700)

Cash flow from oper. (a) 297 1,941 1,035 1,332

Capital expenditure (815) (399) (145) (470)

Change in investments 518 533 – –

Others (4) (40) – –

Cash flow from inv. (b) (302) 95 (145) (470)

Free cash flow (a+b) (5) 2,036 889 862

Debt raised/(repaid) (29) 306 (27) 86

Dividend (incl. tax) (78) (99) (329) (275)

Others (71) 79 31 40

Cash flow from fin. (c) (178) 286 (324) (149)

Net change in cash (a+b+c) (183) 2,321 565 713

Key Ratios

Yr end 31 Mar (%) FY08 FY09 FY10E FY11E

Adjusted EPS (Rs) 14.2 18.1 18.8 20.8

Growth 41.6 27.8 3.8 10.4

Book NAV/share (Rs) 65.8 82.8 99.0 117.3

Dividend/share (Rs) 0.8 1.9 2.5 2.5

Dividend payout ratio 6.7 13.0 15.6 14.1

Tax 25.5 30.1 28.4 28.4

EBITDA margin 23.7 24.1 25.6 22.6

EBIT margin 26.3 24.2 26.2 23.1

RoCE 31.4 33.7 27.7 26.0

Net debt/Equity (2.1) (27.6) (29.4) (30.5)

Valuations

Yr end 31 Mar (x) FY08 FY09 FY10E FY11E

PER 21.3 16.7 16.1 14.6

PCE 19.3 14.9 14.2 12.8

Price/Book 4.6 3.7 3.1 2.6

Yield (%) 0.3 0.6 0.8 0.8

EV/Net sales 3.8 2.6 2.8 2.2

EV/EBITDA 16.1 10.7 10.8 9.8

Du Pont Analysis – ROE

Yr end 31 Mar (x) FY08 FY09 FY10E FY11E

Net margin (%) 19.3 16.6 18.5 16.3

Asset turnover 0.9 1.0 0.8 1.0

Leverage factor 1.4 1.4 1.3 1.2

Return on equity (%) 23.8 24.4 20.7 19.2



4AIA ENGINEERING

B&K RESEARCH NOVEMBER 2009

Gagan Thareja
gagan.thareja@bksec.com
+91-22-4031 7289
Analyst Declaration: I, Gagan Thareja, hereby certify that the views expressed in this report accurately reflect my personal views about the subject
securities and issuers. I also certify that no part of  my compensation was, is, or will be, directly or indirectly, related to the specific recommendation or view
expressed in this report.



B&K RESEARCH

B & K SECURITIES INDIA PRIVATE LTD.
Equity Research Division: City Ice Bldg., 298, Ground/1st Floor, Perin Nariman Street, Behind RBI, Fort, Mumbai - 400 001, India. Tel.: 91-22-4031 7000, Fax: 91-22-2263 5020/30.

Registered Office: Room No. 3/4, 7 Lyons Range, Kolkata - 700 001. Tel.: 91-33-2243 7902.

B&K Research is also available on Bloomberg <BNKI>, Thomson First Call & Investext.

All rights reserved. No part of this publication may be reproduced, stored in a retrieval system, or transmitted, in any form or by any means, electronic,
mechanical, print, publishing, photocopying, recording or otherwise without the permission of Batlivala & Karani Securities India Pvt. Ltd. Any unauthorized
act in relation to all or any part of the material in this publication may call for appropriate statutory proceedings.

The information contained herein is confidential and is intended solely for the addressee(s). Any unauthorized access, use, reproduction, disclosure or
dissemination is prohibited. This information does not constitute or form part of and should not be construed as, any offer for sale or subscription of or any
invitation to offer to buy or subscribe for any securities. The information and opinions on which this communication is based have been complied or arrived
at from sources believed to be reliable and in good faith, but no representation or warranty, express or implied, is made as to their accuracy, correctness and
are subject to change without notice. Batlivala & Karani Securities India P Ltd and/ or its clients may have positions in or options on the securities mentioned
in this report or any related investments, may effect transactions or may buy, sell or offer to buy or sell such securities or any related investments. Recipient/s
should consider this report only for secondary market investments and as only a single factor in making their investment decision. The information enclosed
in the report has not been vetted by the compliance department due to the time sensitivity of the information/document. Some investments discussed in this
report have a high level of  volatility. High volatility investments may experience sudden and large falls in their value causing losses when the investment is
realized. Those losses may equal your original investment. Some investments may not be readily realizable and it may be difficult to sell or realize those
investments, similarly it may prove difficult for you to obtain reliable information about the value, risks to which such an investment is exposed. Neither B&K
Securities nor any of its affiliates shall assume any legal liability or responsibility for any incorrect, misleading or altered information contained herein.

B&K Securities is the trading name of Batlivala & Karani Securities India Pvt. Ltd.

B&K Investment Ratings:

1. BUY: Potential upside of > +25% (absolute returns)

2. OUTPERFORMER: 0 to +25%

3. UNDERPERFORMER: 0 to -25%

4. SELL: Potential downside of < -25% (absolute returns)
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