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Neutral Equity Research

NTPC order win – additional capex to weigh on profits, stay Neutral 

What's changed 

BGR Energy has emerged as the lowest bidder for NTPC’s 9X800 bulk 

order for turbine and generator set. Based on the tender documents, BGR 

expects to be awarded 5 sets with 4 sets going to BHEL if the latter 

matches the price bid by BGR energy. The technical evaluation of the bid is 

currently underway. The bid by BGR is at a value of Rs9.2 mn per MW 

similar to the lowest bid seen in the previous bulk tender by NTPC (Bharat 

Forge-Alstom JV in Oct 10’). Based on media reports (CNBC TV18), L&T 

has emerged as L2 bidder but would have to step back for BHEL (per pre-

conditions of the bid set by NTPC). 

Implications 

We think this order win for BGR is positive for the company’s revenue 

growth and provides visibility – we increase our FY12E/13E/14E revenues by 

6%/22%/11% on the back of this order win. However, we estimate the 

company’s share of capex in the BTG facilities over the next 3 years of Rs 

30bn would require additional debt of Rs 19bn, impacting earnings owing to 

higher finance charges. As a result, we change our EPS for FY12E/13E/14E 

by +3/+7/-17%. Additionally, margins may also get negatively impacted, 

depending on the proportion of imported content in the initial few orders.   

Valuation 

Maintain Neutral as we believe future revenue growth may come at lower 

profitability given increased competition. We increase our 12m P/E-based TP 

to Rs 450 (from Rs 428) on the back of increased earnings. The stock trades 

at 12m fwd P/E multiple of 8X vs. BHEL – the largest power equipment 

maker trading at 13X. We expect ROE for BGR to decline from 39% in FY11 

to 20% by FY14E as investment cycle kicks in for the BTG facility. 

Key risks 

Upside: (1) Improving margins on existing orders, (2) higher BoP order 

inflows; Downside: (1) Substantially increased price- based competition 

from peers, and (2) volatile commodity prices. 
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BGR Energy (BGRE.BO)

Asia Pacific Industrials Peer Group Average

Key data Current

Price (Rs) 362.00

12 month price target (Rs) 450.00

Market cap (Rs mn / US$ mn) 26,064.0 / 551.4

Foreign ownership (%) 1.8

3/11 3/12E 3/13E 3/14E

EPS (Rs) New 44.81 44.33 47.77 42.76

EPS revision (%) 0.0 2.9 7.0 (16.8)

EPS growth (%) 60.4 (1.1) 7.7 (10.5)

EPS (dil) (Rs) New 44.81 44.33 47.77 42.76

P/E (X) 8.1 8.2 7.6 8.5

P/B (X) 2.7 2.2 1.8 1.5

EV/EBITDA (X) 9.5 7.0 7.4 8.0

Dividend yield (%) 2.5 2.5 2.6 2.4

ROE (%) 39.0 29.6 25.6 19.2

CROCI (%) 29.0 19.5 18.5 16.4

Price performance chart

200

300

400

500

600

700

800

900

Sep-10 Dec-10 Mar-11 Jul-11

15,000

16,000

17,000

18,000

19,000

20,000

21,000

22,000

BGR Energy (L) India BSE30 Sensex (R)

Share price performance (%) 3 month 6 month 12 month
Absolute (27.2) (19.1) (55.1)

Rel. to India BSE30 Sensex (22.7) (12.3) (48.5)

Source: Company data, Goldman Sachs Research estimates, FactSet. Price as of 9/16/2011 close.
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Profit model (Rs mn) 3/11 3/12E 3/13E 3/14E Balance sheet (Rs mn) 3/11 3/12E 3/13E 3/14E

Total revenue 47,498.2 49,100.9 59,118.3 61,956.3 Cash & equivalents 10,448.8 8,840.0 5,108.5 1,510.2

Cost of goods sold (39,325.0) (40,508.2) (48,772.6) (51,114.0) Accounts receivable 31,579.7 33,630.7 40,492.0 42,435.8

SG&A (2,983.7) (3,191.6) (3,842.7) (4,027.2) Inventory 410.7 426.4 513.4 538.0

R&D -- -- -- -- Other current assets 8,715.8 8,715.8 8,715.8 8,715.8

Other operating profit/(expense) 0.0 0.0 0.0 0.0 Total current assets 51,155.0 51,612.9 54,829.7 53,199.9

EBITDA 5,370.0 5,646.6 6,798.6 7,125.0 Net PP&E 2,839.6 13,594.5 24,299.5 32,490.4

Depreciation & amortization (180.5) (245.5) (295.6) (309.8) Net intangibles 5.9 5.4 4.8 4.2

EBIT 5,189.5 5,401.1 6,503.0 6,815.2 Total investments 5.3 5.3 5.3 5.3

Interest income -- 470.2 397.8 229.9 Other long-term assets 0.0 0.0 0.0 0.0

Interest expense (604.7) (1,337.3) (2,237.3) (2,937.3) Total assets 54,005.7 65,218.2 79,139.3 85,699.8

Income/(loss) from uncons. subs. 0.0 0.0 0.0 0.0

Others 222.7 222.7 400.0 400.0 Accounts payable 20,516.5 20,178.4 24,295.2 25,461.5

Pretax profits 4,807.6 4,756.7 5,063.5 4,507.8 Short-term debt 12,858.5 13,858.5 14,358.5 14,858.5

Income tax (1,577.2) (1,560.5) (1,619.8) (1,424.9) Other current liabilities 3,454.3 6,936.6 6,936.6 6,936.6

Minorities 0.0 0.0 0.1 0.1 Total current liabilities 36,829.3 40,973.5 45,590.3 47,256.6

Long-term debt 514.8 8,514.8 15,014.8 17,514.8

Net income pre-preferred dividends 3,230.4 3,196.2 3,443.8 3,082.9 Other long-term liabilities 6,622.8 3,140.9 3,140.9 3,140.9

Preferred dividends 0.0 0.0 0.0 0.0 Total long-term liabilities 7,137.7 11,655.7 18,155.7 20,655.7

Net income (pre-exceptionals) 3,230.4 3,196.2 3,443.8 3,082.9 Total liabilities 43,966.9 52,629.2 63,746.0 67,912.3

Post-tax exceptionals 0.0 0.0 0.0 0.0

Net income 3,230.4 3,196.2 3,443.8 3,082.9 Preferred shares 0.0 0.0 0.0 0.0

Total common equity 9,520.1 12,070.3 14,874.8 17,269.0

EPS (basic, pre-except) (Rs) 44.87 44.39 47.83 42.82 Minority interest 518.7 518.7 518.6 518.5

EPS (basic, post-except) (Rs) 44.87 44.39 47.83 42.82

EPS (diluted, post-except) (Rs) 44.81 44.33 47.77 42.76 Total liabilities & equity 54,005.7 65,218.2 79,139.3 85,699.8

DPS (Rs) 8.97 8.88 9.57 8.56

Dividend payout ratio (%) 20.0 20.0 20.0 20.0 BVPS (Rs) 132.22 167.64 206.59 239.84

Free cash flow yield (%) (1.1) (34.9) (31.7) (12.3)

Growth & margins (%) 3/11 3/12E 3/13E 3/14E Ratios 3/11 3/12E 3/13E 3/14E

Sales growth 54.5 3.4 20.4 4.8 CROCI (%) 29.0 19.5 18.5 16.4

EBITDA growth 56.0 5.2 20.4 4.8 ROE (%) 39.0 29.6 25.6 19.2

EBIT growth 55.4 4.1 20.4 4.8 ROA (%) 6.9 5.4 4.8 3.7

Net income growth 60.4 (1.1) 7.7 (10.5) ROACE (%) 38.1 19.3 14.3 11.2

EPS growth 60.4 (1.1) 7.7 (10.5) Inventory days 2.7 3.8 3.5 3.8

Gross margin 17.2 17.5 17.5 17.5 Receivables days 197.4 242.4 228.8 244.3

EBITDA margin 11.3 11.5 11.5 11.5 Payable days 146.4 183.3 166.4 177.7

EBIT margin 10.9 11.0 11.0 11.0 Net debt/equity (%) 29.1 107.5 157.6 173.5

Interest cover - EBIT (X) 8.6 6.2 3.5 2.5

Cash flow statement (Rs mn) 3/11 3/12E 3/13E 3/14E Valuation 3/11 3/12E 3/13E 3/14E

Net income pre-preferred dividends 3,230.4 3,196.2 3,443.8 3,082.9

D&A add-back 180.5 245.5 295.6 309.8 P/E (analyst) (X) 8.1 8.2 7.6 8.5

Minorities interests add-back 0.0 0.0 0.0 0.0 P/B (X) 2.7 2.2 1.8 1.5

Net (inc)/dec working capital (2,537.2) (2,404.8) (2,831.5) (802.2) EV/EBITDA (X) 9.5 7.0 7.4 8.0

Other operating cash flow 604.7 867.1 1,839.4 2,707.4 EV/GCI (X) 2.6 1.3 1.2 1.1

Cash flow from operations 1,478.4 1,904.1 2,747.3 5,297.9 Dividend yield (%) 2.5 2.5 2.6 2.4

Capital expenditures (2,000.0) (11,000.0) (11,000.0) (8,500.0)

Acquisitions (3,102.0) 0.0 0.0 0.0

Divestitures 0.0 0.0 0.0 0.0

Others 0.0 470.2 397.8 229.9

Cash flow from investments (5,102.0) (10,529.8) (10,602.2) (8,270.1)

Dividends paid (common & pref) (402.9) (646.1) (639.2) (688.8)

Inc/(dec) in debt 4,800.0 9,000.0 7,000.0 3,000.0

Common stock issuance (repurchase) 0.0 0.0 0.0 0.0

Other financing cash flows (604.7) (1,337.3) (2,237.3) (2,937.3)

Cash flow from financing 3,792.4 7,016.6 4,123.4 (626.1)

Total cash flow 168.8 (1,609.1) (3,731.5) (3,598.3) Note: Last actual year may include reported and estimated data.

Source: Company data, Goldman Sachs Research estimates.
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Overview 

Exhibit 1: Various private players in the process of setting up BTG facilities; expect BGR to import the equipment for 

the initial few turbines as the facility will take time to come up   

Existing and upcoming facilities in BTG in India 

 

Source: Company data, Goldman Sachs Research. 

Exhibit 2: Competition is increasing – bid value close to the previous bulk tender 

awarded by NTPC  
Recent NTPC turbine generator bids  

 

Source: Business Standard, Company data, Goldman Sachs Research. 

Exhibit 3: We expect the Rajasthan order to come in FY12E, however, sensitivity of the 

order inflow to FY13/14E revenue and profits is high  
Sensitivity analysis to Rajasthan order for BGR – Revenue and earnings 

 

Source: Company data, Goldman Sachs Research estimates. 

BTG player
JV 

structure

Boiler 
capacity

(MW)

Turbine 
capacity 

(MW)
Additional 

components

Proposed 
investment

(Rs mn) COD/ Status Location

BHEL 5,000-6,000 End FY12 various

L&T-Mitsubishi Heavy Industries 

(Turbine-Generator)

L&T - Mitsubishi Electric Corporation

(Boilers)

51-49
Foundry, Piping 

and Forgings

36,000

(18,000 for BTG)
15 Jul'10 Hazira

Toshiba-JSW Turbine & Generator 72-25 - 3,000 None 10,000 Early FY12 Chennai

Bharat Forge - Alstom 49-51 - 5,000

Heat exchangers 

and condensers 24,000 

2012 / Started 

construction in Dec'09 Mundra

GB-Engineering-Ansaldo 15-85 2,000 - None 1,500 

2012 / initial stages of 

setting up Trichy

Thermax - Babcock & Wilcox 51-49 3,000 - None 7,000 

2012 / JV signed in 

Mar'10 NA

BGR Energy - Hitachi

74-26 (T)

70-30 (B) None 44,000 

2012 / JV signed in 

Aug' 10 Chennai

18,000 21,000 127,500 Total

4,000

15,000 going to 20,000

4,000

L1 bidder
Total 

order size
Price per MW 

(Rs mn) Period of bid

Bharat Forge - Alstom 5X660 9.9 Oct'2010

BGR - Hitachi 5X800 9.2 Sept'2011

Order 

inflow 

(Rs mn)

Rs mn FY12E FY13E FY14E

Revenue 49,101      59,118      61,956      

Net Income 3,196        3,444        3,083        

Revenue 43,601      38,779      45,890      

Net Income 2,790        1,956        1,991        

Revenue -11% -34% -26%

Net Income -13% -43% -35%

downside risk ex 

Rajasthan order
55000

95000

40000

current estimates

excluding 

Rajasthan order
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Reg AC 

We, Ishan Sethi and Pulkit Patni, hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject 

company or companies and its or their securities. We also certify that no part of our compensation was, is or will be, directly or indirectly, related to 

the specific recommendations or views expressed in this report. 

Investment Profile 

The Goldman Sachs Investment Profile provides investment context for a security by comparing key attributes of that security to its peer group and 

market. The four key attributes depicted are: growth, returns, multiple and volatility. Growth, returns and multiple are indexed based on composites 

of several methodologies to determine the stocks percentile ranking within the region's coverage universe. 

The precise calculation of each metric may vary depending on the fiscal year, industry and region but the standard approach is as follows: 

Growth is a composite of next year's estimate over current year's estimate, e.g. EPS, EBITDA, Revenue. Return is a year one prospective aggregate 

of various return on capital measures, e.g. CROCI, ROACE, and ROE. Multiple is a composite of one-year forward valuation ratios, e.g. P/E, dividend 

yield, EV/FCF, EV/EBITDA, EV/DACF, Price/Book. Volatility is measured as trailing twelve-month volatility adjusted for dividends.  

Quantum 

Quantum is Goldman Sachs' proprietary database providing access to detailed financial statement histories, forecasts and ratios. It can be used for 

in-depth analysis of a single company, or to make comparisons between companies in different sectors and markets. 

GS SUSTAIN 

GS SUSTAIN is a global investment strategy aimed at long-term, long-only performance with a low turnover of ideas.  The GS SUSTAIN focus list 

includes leaders our analysis shows to be well positioned to deliver long term outperformance through sustained competitive advantage and 

superior returns on capital relative to their global industry peers.  Leaders are identified based on quantifiable analysis of three aspects of corporate 

performance: cash return on cash invested, industry positioning and management quality (the effectiveness of companies' management of the 

environmental, social and governance issues facing their industry). 

Disclosure Appendix 

Coverage group(s) of stocks by primary analyst(s) 

Ishan Sethi: India Tactical. Pulkit Patni: India Tactical. 

India Tactical: BGR Energy, Bharat Heavy Electricals, Container Corporation of India, Cummins India, GMR Infrastructure, GVK Power and 

Infrastructure, Hindustan Construction Company, IL&FS Transportation Networks, IRB Infrastructure Developers, IVRCL Infrastructure and Projects, 

Jaiprakash Associates, Larsen & Toubro, NCC Limited, Punj Lloyd, Sintex Industries, Thermax, Voltas. 

Company-specific regulatory disclosures 

The following disclosures relate to relationships between The Goldman Sachs Group, Inc. (with its affiliates, "Goldman Sachs") and companies 

covered by the Global Investment Research Division of Goldman Sachs and referred to in this research. 

There are no company-specific disclosures for: BGR Energy (Rs362.00) 

Distribution of ratings/investment banking relationships 

Goldman Sachs Investment Research global coverage universe 

Rating Distribution Investment Banking Relationships 

Buy Hold Sell Buy Hold Sell 

Global 32% 54% 14% 52% 41% 37% 

As of July 1, 2011, Goldman Sachs Global Investment Research had investment ratings on 3,167 equity securities. Goldman Sachs assigns stocks as 

Buys and Sells on various regional Investment Lists; stocks not so assigned are deemed Neutral. Such assignments equate to Buy, Hold and Sell for 

the purposes of the above disclosure required by NASD/NYSE rules. See 'Ratings, Coverage groups and views and related definitions' below. 
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Price target and rating history chart(s) 

 

Regulatory disclosures 

Disclosures required by United States laws and regulations 

See company-specific regulatory disclosures above for any of the following disclosures required as to companies referred to in this report: manager 

or co-manager in a pending transaction; 1% or other ownership; compensation for certain services; types of client relationships; managed/co-

managed public offerings in prior periods; directorships; for equity securities, market making and/or specialist role. Goldman Sachs usually makes a 

market in fixed income securities of issuers discussed in this report and usually deals as a principal in these securities. 

The following are additional required disclosures: Ownership and material conflicts of interest: Goldman Sachs policy prohibits its analysts, 

professionals reporting to analysts and members of their households from owning securities of any company in the analyst's area of coverage. 

Analyst compensation: Analysts are paid in part based on the profitability of Goldman Sachs, which includes investment banking revenues. 

Analyst as officer or director: Goldman Sachs policy prohibits its analysts, persons reporting to analysts or members of their households from 

serving as an officer, director, advisory board member or employee of any company in the analyst's area of coverage. Non-U.S. Analysts: Non-U.S. 

analysts may not be associated persons of Goldman Sachs & Co. and therefore may not be subject to NASD Rule 2711/NYSE Rules 472 restrictions 

on communications with subject company, public appearances and trading securities held by the analysts.  

Distribution of ratings: See the distribution of ratings disclosure above. Price chart: See the price chart, with changes of ratings and price targets 

in prior periods, above, or, if electronic format or if with respect to multiple companies which are the subject of this report, on the Goldman Sachs 

website at http://www.gs.com/research/hedge.html.  

Additional disclosures required under the laws and regulations of jurisdictions other than the United 

States 

The following disclosures are those required by the jurisdiction indicated, except to the extent already made above pursuant to United States laws 

and regulations. Australia: This research, and any access to it, is intended only for "wholesale clients" within the meaning of the Australian 

Corporations Act. Brazil: Disclosure information in relation to CVM Instruction 483 is available at http://www.gs.com/worldwide/brazil/gir/index.html. 

Where applicable, the Brazil-registered analyst primarily responsible for the content of this research report, as defined in Article 16 of CVM 

Instruction 483, is the first author named at the beginning of this report, unless indicated otherwise at the end of the text. Canada: Goldman Sachs 

& Co. has approved of, and agreed to take responsibility for, this research in Canada if and to the extent it relates to equity securities of Canadian 
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Goldman Sachs (Asia) L.L.C. India: Further information on the subject company or companies referred to in this research may be obtained from 
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companies referred to in this research may be obtained from Goldman Sachs (Singapore) Pte. (Company Number: 198602165W). Taiwan: This 

material is for reference only and must not be reprinted without permission. Investors should carefully consider their own investment risk. 

Investment results are the responsibility of the individual investor. United Kingdom: Persons who would be categorized as retail clients in the 

United Kingdom, as such term is defined in the rules of the Financial Services Authority, should read this research in conjunction with prior 

Goldman Sachs research on the covered companies referred to herein and should refer to the risk warnings that have been sent to them by 

Goldman Sachs International. A copy of these risks warnings, and a glossary of certain financial terms used in this report, are available from 

Goldman Sachs International on request.  

European Union: Disclosure information in relation to Article 4 (1) (d) and Article 6 (2) of the European Commission Directive 2003/126/EC is 

available at http://www.gs.com/client_services/global_investment_research/europeanpolicy.html which states the European Policy for Managing 

Conflicts of Interest in Connection with Investment Research.  

Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer under the Financial Instrument and Exchange Law, registered with the 

Kanto Financial Bureau (Registration No. 69), and is a member of Japan Securities Dealers Association (JSDA) and Financial Futures Association of 

Japan (FFAJ). Sales and purchase of equities are subject to commission pre-determined with clients plus consumption tax. See company-specific 

disclosures as to any applicable disclosures required by Japanese stock exchanges, the Japanese Securities Dealers Association or the Japanese 

Securities Finance Company.  

Ratings, coverage groups and views and related definitions 

Buy (B), Neutral (N), Sell (S) -Analysts recommend stocks as Buys or Sells for inclusion on various regional Investment Lists. Being assigned a Buy 

or Sell on an Investment List is determined by a stock's return potential relative to its coverage group as described below. Any stock not assigned 

as a Buy or a Sell on an Investment List is deemed Neutral. Each regional Investment Review Committee manages various regional Investment 
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coverage group may vary as determined by the regional Investment Review Committee. Regional Conviction Buy and Sell lists represent 
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