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Nelcast registers 37% YoY topline growth for quarter ended March,
2008
Nelcast reported 37.2% YoY top line growth to Rs 1139.2 mn for quarter ended March
2008 compared to corresponding quarter last year. For FY08, Net sales reported
growth of 16.6% YoY to Rs. 3564.5 mn as compared to Rs 3057.6 mn in corresponding
period last year.  The company reported 10.1% YoY growth in EBDITA in Q4FY08 to
Rs 127.1 mn compared to corresponding quarter last year. For FY08, EBITDA witnessed
growth of 18% YoY. Total expenditure witnessed increase of 43.8% YoY during the
fourth quarter mainly due to increase in raw material costs and other expenses. The
company reported decline in its EBDITA margins by 410 basis points to 9.7% in
Q4FY08 compared to 13.8% in Q4FY07. However for full year FY08, It maintained its
EBDITA margins at around 13%. Out of total Rs 952.7 mn raised through IPO, It has
utilized Rs 532.9 mn for expansion and mordernisation. It is due to higher interest
earned on these investments during the quarter, Other Income increased from Rs 1.2
mn in Q4FY07 to Rs 16.9 mn in Q4FY08. Net Interest witnessed declined of 35.8%
YoY to Rs 47.9 mn during FY08 due to partly repayment of long term debt and
working capital loans. It reported 6% YoY increase in net profit to Rs 60.1 mn in
Q4FY08 compared to Rs 56.7 mn in corresponding quarter last year. For FY08, Net
profit increased by 31.6% YoY to Rs 260.3 mn.

Business Outlook and Valuation
India has a scarcity of castings capacity currently as both local and global demand is
on the rise. Most of the local foundries are in expansion mode to meet the increased
global demand due to the closure of foundries in UK and US. We believe with sound
track record, latest technology, diversified customer base and capacity expansion,
Nelcast to be a major beneficiary of this upcoming opportunity. Nelcast has been
able to capture the robust domestic growth in CVs and tractors in the recent past and
grown over the years. Nelcast is expected to report strong growth in revenues of  25%
CAGR FY07 – 10E on account of growing demand for multi axle vehicles, increasing
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Nelcast is set to be major
beneficiary of accelerating trend of
sourcing of auto components due
to its high skilled labors, lower wage
costs and proven track record
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Particulars (Rs. Mn) Q4FY08 Q4FY07 %YoY FY08 FY07 %YoY

Net sales 1139.2 830.1 37.2 3564.5 3057.6 16.6

Other Income 16.9 1.2 1355.2 34.5 12.7 172.1

Total Income 1156.1 831.3 39.1 3599.0 3070.3 17.2

Total Expenditure 1029.0 715.8 43.8 3101.6 2648.6 17.1

EBDITA 127.1 115.5 10.1 497.4 421.7 18.0

EBDITA (%) 9.7 13.8 -29.7 13.0 13.4 -2.9

Interest 20.9 19.5 6.9 47.9 74.5 -35.8

Depreciation 15.8 9.1 73.6 55.7 46.0 21.1

PBT 90.5 86.9 4.2 393.8 301.2 30.8

Provision for tax 30.4 30.2 0.8 133.5 103.4 29.1

PAT 60.1 56.7 6.0 260.3 197.7 31.6

Equity Capital 174.0 130.5 33.3 174.0 130.5 33.3

EPS (Rs) 3.5 4.3 -20.3 15.0 15.2 -1.3

Source: Company
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proportion of exports and machining activities. The company is shifting its focus
towards high margin machined products and exports which shall help in achieving
higher profitability in the coming years. Increased share of Machined products will
help to improve its operating margins by 80 basis points from 13.4% in FY07 to
14.2% in FY10E. The Company received Letter of Indent worth Rs 40 crore from
European manufacturer for supply of components for Heavy Commercial Vehicles
during the last quarter. This order is on long term basis and the company needs to
supply for next four years. This is in addition to the already existing export orders.

Source: Emkay Private Client Research

Particulars (Rs Mn) FY09E FY10E

Net Sales (Rs Mn) 5360.4 6117.8

EBITDA (Rs Mn) 750.4 868.6

EBITDA (%) 14.0 14.2

PAT (Rs Mn) 445.2 519.5

EPS (Rs) 25.6 29.9

P/E(x) at Rs 111 4.3 3.7

Financial Estimates

The stock is currently trading at 4.3x FY09E EPS of Rs 25.6 and 3.7x FY10E EPS of
Rs. 29.9. It is trading at 2.6x FY09E and 1.9x FY10E EV/EBDITA. We believe these
valuations are attractive and offer excellent long term investment opportunity considering
its size, past track record, customer profile and its potential to improve its revenues
and operating margins going forward. We maintain 'BUY' on the stock with target
price of Rs. 230.

We maintain BUY with a target
price of Rs 230
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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
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