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Jindal SAW (JSL) has declared its Q1CY08 results which are inline with our
expectations. The detail analysis of the same is given below.
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Particulars (Rs mn) Q1CY08 Q2FY07 YoY % 15M

(Mar-08) (Mar-07) Change FY07

Net Sales 9521.4 12691 -24.98 67,878

Other Income 29.2 31.7 -7.89 91

Total Expenditure 8055.9 11231 -28.27 59,749

EBITDA 1465.5 1460 0.38 8,129

EBITDA Margin% 15.4 11.5 3.9 11.98

Interest & Finance Charges (net) 203.6 290.5 -29.91 1,727

Depreciation 152.1 138.7 9.66 722

PBT 1139 1062.5 7.20 5,680

Extra-ordinary Income 0 0 - 5941

PBT including Extra-ordinary Income 1139 1062.5 7.20 11,621

Tax on operational Income 285 360 -20.83 1,645

Adjusted PAT 854 702.5 21.57 4,126

Reported PAT 854 702.5 21.57 8,764

APAT Margins% 8.97 5.54 62.03 6.08

Equity (FV Rs 10) 521.2 483.6 7.78 511
Source: Company

Standalone Quarterly Financials

37.8% y-o-y growth in the net sales from Indian operation
In Q1CY08, JSL reported 37.8% growth in the net sales from Indian operations. In
Q1CY08, it reported the net turnover of Rs 9.521 bn as against Rs 1.123 bn (which
includes Rs 6.911 bn from Indian operation and Rs 5.78 bn from USA operations
which has been sold off last year) in the corresponding quarter of last year. Out of the
total net revenue in Q1CY08, 53% was from exports and 47% was from India. During
the quarter 60% of the revenue is from large diameter pipes, 30% is from DI pipes and
rest is from seamless pipes.

Q1CY08 EBITDA margins grew by 390 basis points
EBITDA margin of the company during the quarter expanded by 390 basis points on
y-o-y basis and thus stood at a firm level of 15.4%. The improvement in the margin is
attributed to the selling off of low margin US operation.

Strong order book of USD 1.09 bn
Jindal SAW has a strong order book of USD 1.09 bn which includes 65% of exports
orders. These orders are to be executed by January/February 2009. Out of the total
USD 1.09 bn, USD 860 mn are of large diameter pipes, USD 165 mn are of DI Pipes
and USD 65 mn are of Seamless pipes.
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Order Book Breakup
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Capex plans as per schedule
The capex plans are running as per schedule. Installation of PQF mill and other
equipments in Seamless plant will be completed by September 2008.The trial runs in
power plant have begun. The additional 200,000 MTPA of LSAW and 350,000 MTPA
of HSAW facilities are expected to be completed by September/ October 2008. The
company is incurring a total of USD 200 mn on these plans for which the funds are
already tied up.

Increase in coal prices to impact the margins on DI pipes
DI pipes comprise 15% of the current order book. Three fold rise in coal prices in the
recent times is expected to impact the EBITDA margins of DI pipes. Besides, the
concern over the implementation of 10% export duty on steel prices may further
affect the margins of the company. We have factored in the impact of sudden rise in
coal and other raw material prices in our financial estimates and expect this to impact
margins for the next two years.

New businesses to strengthen future financials
The company has completed financial closure on waterways business. By the year
end the company intends to achieve a total of 10 ships. The company expects Rs
1bn of revenue from this business. From Jindal Water Infrastructure, the management
expects to execute orders upto Rs 3.25 bn in this year. We believe that the new
ventures would strengthen the topline and bottomline and EPS of JSL. The new
businesses would diversify its business model by de-risking it from the raw material
price volatility and currency volatility. Currently we have not included any contribution
from the new ventures in our estimates. Once we get more clarity on the new business
we will incorporate the contribution from the same.

Particulars Rs mn Previous Estimates Revised Estimates
Rs mn 15MCY07A CY08E CY09E CY08E CY09E

Net Sales 70157 40350 55900 40425 57025
EBITDA 8006.8 5855.6 8478.4 5708.5 8312.9
EBITDA margin % 11.40% 14.50% 15.20% 14.1% 14.6%
Adjusted Net Profit 3853 3028.2 4652.7 2931.1 4543.4
EPS (Rs) 75.3 54 83 52.3 81.0
PE (x) (CMP Rs 615) 8.2 11.4 7.4 11.8 7.6
Source: Company, Emkay Private Client Research

Financial Estimates:
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Financial outlook and valuation
We believe that the rise in important raw material prices like coal, iron ore, etc to
impact the EBITDA margins of the company during CY08E and CY09E. We have
marginally revised our financial estimates for CY08E and CY09E on account of higher
raw material prices. We have downgraded the EBITDA margins for CY08E and CY09E
by 40 basis points and 60 basis points respectively. Due to partial pass on of the
impact of higher raw material prices we have upward revised our revenue estimates
for CY08E and CY09E.

On the basis of CY08E and CY09E revised EPS of Rs 52.3 and Rs 81, the scrip is
trading at an attractive PE multiple of 11.8x and 7.6x respectively. We have downgraded
our target price from Rs 1280 to Rs 1045 based on SOTP valuation method. The
target price includes Rs 226 per share of the value of quoted investment and Rs 819
as one year forward DCF value of the pipe business. At our target price the scrip
discounts CY09E EPS of Rs 81 by 12.7x. We maintain our BUY recommendation on
the scrip.

Home



 Private Client ResearchEmkay -

Jindal SAW Limited - Results Update 4

8th
 May, 2008

Home

Mr. Chirayush Bakshi – Vice President - Marketing and Business Development, Mob.: 9322934529; Email: chirayush.bakshi@emkayshare.com
Mr. V. H. Bhaskaran – Vice President - Business Development (South), Mob.: 9323811847; Email: bhaskaran@emkayshare.com
Mr. Vijay Saraf – Vice President - Private Client Group, Tel.: +91-022-66121265; Email: vijay.saraf@emkayshare.com
Mr. Hemang Mamtora – Vice President - Branch & Franchise Sevicing, Tel.: +91-022-66121245; Email: hemang.mamtora@emkayshare.com

Regional Offices

CHENNAI
MR. RAJESH RENGARAJAN
1ST FLOOR ROOP EMERALD. NEW NO 45 OLD NO28, NORTH USMAN ROAD. T-NAGAR, CHENNAI 600-017
TEL NOS:  044-45502496/7/ , Email: chennai@emkayshare.com

NEW DELHI
MR. ARUN BANSAL
401, NEW DELHI HOUSE, 27, BARAKHAMBA ROAD, NEW DELHI - 110001
PH: 9350496088 / 9350192101; Email: newdelhi@emkayshare.com

N

Emkay’s Network

Map not to scale

Home

Total Regional Offices 03

Total Branches 77

Total Franchisees 207

KOLKATA
MR. VIKRAM  MEHROTRA  / MR. VISHAL PRABHAKAR
4, R.N.MUKHERJEE ROAD, 1 ST FLOOR, KOLKATA -700001. WEST BANGAL.  Mob: 9830999412(Vikram) / 9831554477(Vishal)
Email: kolkataro@emkayshare.com / vikram.mehrotra@emkayshare.com / vishal.prabhakar@emkayshare.com



8th
 May, 2008  Private Client ResearchEmkay -

Jindal SAW Limited - Results Update 5

Emkay Share and Stock Brokers Ltd.
Member: Bombay Stock Exchange Limited (BSE) and The National Stock Exchange (NSE).

C-6, Ground Floor, Paragon Center, Pandurang Budhkar Marg, Worli, Mumbai – 400 013.
Tel No. 66121212. Fax: 66121299; e-mail: marketing@emkayshare.com;

Regn.Nos.PMS-INP 000000779; BSE (Cash) INB 010901838; BSE (Derivative) INF 010901838;
NSE (Cash) INB 230901838; NSE (Derivative) INF 230901838; DP CDSL IN-DP-CDSL-58-2000

Call (Tollfree) 1-600-223-434 / 1-800-223-434

DISCLAIMER

Emkay Share & Stock Brokers Limited (Emkay) has two separate independent equity research groups: Institutional Equities and Private Client Group. This document has been prepared by Emkay – Private
Client Group (Emkay -PCG). Affiliates of Emkay Institutional Group may have issued other reports that are inconsistent with and reach different conclusions from the information presented in this report. The
views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating and target price of the Institutional Equities Research Group of Emkay Share & Stock
Brokers Limited. This document is not for public distribution and has been furnished to you solely for your information and any review, re-transmission, circulation or any other use is strictly prohibited. Persons
into whose possession this document may come are required to observe these restrictions. This document is subject to changes without prior notice and is intended only for the person or entity to which it is
addressed to and may contain confidential information and/or privileged material. We are not soliciting any action based upon this material. This report is not to be construed as an offer to sell or the solicitation
of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of clients of Emkay -PCG. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Though disseminated to all the customers simultaneously, not all customers may receive this report
at the same time. Emkay-PCG will not treat recipients as customers by virtue of their receiving this report. We have reviewed the report, and in so far as it includes current or historical information, it is believed
to be reliable. It should be noted that the information contained herein is from publicly available data or other sources believed to be reliable. Neither Emkay, nor any person connected with it, accepts any liability
arising from the use of this document. This document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for any investment decision. The recipients of this material
should rely on their own investigations and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future
performance. Opinions expressed are our current opinions as of the date appearing on this material only. We do not undertake to advise you as to any change of our views expressed in this document. While
we would endeavor to update the information herein on a reasonable basis, Emkay, its subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the
information current. Also there may be regulatory, compliance, or other reasons that may prevent Emkay and its affiliates from doing so. Prospective investors and others are cautioned that any forward-looking
statements are not predictions and may be subject to change without notice. Emkay and its affiliates, officers, directors, and employees may: (a) from time to time, have long or short positions in, and buy or
sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the
financial instruments of the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions. The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
Analyst’s holding in the stocks mentioned in the report: NIL

Name Sector Tel No E-mail id

Daljeet S. Kohli Head of Research +91 22 6612 1205 daljeet.kohli@emkayshare.com

Urmil Negandhi Auto, Auto Ancillary and Pharmaceutical +91 22 6612 1280 urmil.negandhi@emkayshare.com

Pankaj Kumar Engineering, Capital Goods & Mid-caps +91 22 6612 1243 pankaj.kumar@emkayshare.com

Sweta Sinha Hotels & IT +91 22 6612 1282 sweta.sinha@emkayshare.com

Manas Jaiswal Technical analyst +91 22 6612 1274 manas.jaiswal@emkayshare.com

Suruchi Kapoor Junior Technical Analyst +91 22 6612 1275 suruchi.kapoor@emkayshare.com

Sameer Shetye Associate Derivative Analyst +91 22 6612 1276 sameer.shetye@emkayshare.com

Siddharth Panvalkar Research Associate +91 22 6612 1278 siddharth.panvalkar@emkayshare.com

Home


