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RIDING ON THE EXPORT RECOVERY

Bharat Forge Limited (BFL) reported a strong set of Q3FY11 nos with
standalone revs of Rs 7.8 bn ("53% YoY & 8% QoQ), EBITDA of Rs 1.9 bn
(N58% YoY & 8% QoQ) and adj. profit of Rs 826 mn (M118% YoY and
21% QoQ). BFL recorded robust export revs at Rs 3.6 bn (131% QoQ),
which have offset the sluggish domestic revs at Rs 4.2 bn (V' 6% QoQ).

Jyothsha Murthy
Asst VP - Automobile & Logistics
Email: jyothsna.murthy@enam.com

Relative Performance

Key Highlights:
O Volumes for Q3, at 48,116 tonnes, are up 4% QoQ and 33% YoY. The
improvement in volumes is mainly due to higher off-take in the

180

140 - export market. We understand that export products, having greater
rr"‘rrm v L\m
[ et value add, offer higher profitability vs. domestic sales.
100 o O Non-Auto business, at Rs 2.9 bn (N5% QoQ), continues to ramp-up on
60 ‘ ‘ increased order flow. The new non-auto facilities (heavy forgings)
Jan-10 Jul-10 Jan41 contributed Rs 1.25 bn of revenue in the quarter (vs Rs 1 bn in Q2).

O While standalone EBITDA margin remained flat QoQ at 24%,
EBITDA/kg continues to improve to Rs 39.2 (vs. 37.7 in Q2) on
improving product mix and higher share of machining. With BFL
expanding machining capacity by 30% in FY12, we expect
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Stock data profitability to improve further going ahead.

No. of shares 1233 mn O Conso. sales were up by 11% QoQ to Rs 12.3 bn (N 50% YoY), with
Market cap : Rs 83.2 bn . . - e

52 week high/low - Rs.413/ Rs.232 PBT (pre-adjustment) of Rs 1.2 bn. Profitability of subsidiaries has
Avg. daily vol. (6mth) : 513,200 shares improved to 5% (vs. 3% in Q2) on higher capacity utilizations.
Bloomberg code : BHFCIB O During the qtr, BFL has spent Rs 50 mn towards wage settlement in
Reuters code : BFRG.BO

BF-America (BFA) and Rs 30 mn towards shifting of facilities in

Scottish Stampings. The mgmt has indicated that the wage

Shareholding (%) Dec-10 QoQ chg

Promoters g 421 0.0 settlement in BFA is likely to result in a 30% wage reduction.
Flis : 14.1 (0.6)

MFs / UTI 3 5.6 0.9 . . .

Banks / Fls . 4139 @1 Improving product mix to continue. Upgrade to BUY
Others : 25.0 0.8

We expect BFL’s product mix to remain robust with a continued recovery
in exports and higher contribution from Non-auto business. Additionally,
higher profitability in subs due to volume recovery and aggressive cost
reduction is a positive trigger. We maintain our EPS est of Rs 12.5 for
FY11E and Rs 21 for FY12E. While our TP of Rs 397 remains unchanged,
we upgrade the stock to BUY due to the recent stock price correction.

Financial summary (Consolidated)

Sales EBITDA Adj. PAT FDEPS YoY RoE RoCE P/E EV/EBITDA
Y/E Mar (Rs mn) (Rs mn) (Rs mn) (Rs) (%) (%) (%) x) (x)
2009 46,740 5,577 1,919 8.0 (36) 11.1 10.2 - -
2010 32,616 3,385 153 0.6 (92) 0.9 3.7 - -
2011E 48,320 8,248 3,067 125 1,872 16.3 15.2 25.2 118
2012E 57,102 10,793 5,203 21.3 70 21.2 19.6 14.9 8.7
Source: Company, ENAM estimates; Note: The no. of shares are adjusted for the recent QIP issue
ENAM Research is available on Bloomberg (ENAM <Go>), Reuters.com and Firstcall.com 24 January 2011
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Results update (Standalone)

Quarter ended 12 months ended
(Rs mn) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg
Net Sales 7,770 5,078 53.0 7,187 8.1 29,160 18,045 61.6
EBITDA 1,886 1,191 58.4 1,741 83 7,492 4,365 716
Other income 126 92 37.3 86 46.4 400 323 23.7
PBIDT 2,012 1,282 56.9 1,827 10.1 7,892 4,689 68.3
Depreciation 496 409 21.3 490 1.3 1,979 1,644 20.3
Interest 301 268 12.7 320 (5.7) 1,228 1,028 19.5
PBT 1,214 606 - 1,017 19.3 4,686 2,016 -
Tax 388 197 97.4 336 15.5 1,546 537 -
Adjusted PAT 826 409 - 681 21.2 3,139 1,480 -
Extra ordinary income/ (exp.) - - - - - - (214) -
Forex Gain/ (Loss) - (29) - - - - - -
Reported PAT 826 380 - 681 21.2 3,139 1,266 -
No. of shares (mn) 245 241 - 245 - 245 241 -
EBITDA margins (%) 24.3 23.4 - 24.2 - 25.7 24.2 -
PBIDT margins (%) 25.9 25.3 - 254 - 27.1 26.0 -
EPS - annualized (Rs.) 13.5 6.8 98.5 111 21.2 12.8 6.1 -

Source: Company, ENAM Research; Note: The no. of shares are adjusted for the recent QIP issue of Rs 4.5 bn

Results update (Consolidated)

(Rs mn) Dec-10 Dec-09 % Chg Sep-10 % Chg Mar-11E Mar-10 % Chg
Net sales 12,227 8,134 50 11,027 11 48,320 32,616 48
PBITDA 2,232 1,362 64 1,942 15 8,682 3,896 123
Reported PAT 733 252 191 606 21 3,067 (634) (584)
Fully diluted no. of shares (mn) 245 241 245 245 241 -
Reported EPS - annualized (Rs) 12.0 4.2 186 9.9 21 12.5 (2.6) (576)

Source: Company, ENAM Research;

SOTP

Standalone EBITDA FY12 9,525

Multiple 9.0

EV 85,722 358
Subs EBITDA FY12 1,269

Multiple 4.0

EV 5,074 21
Investments (in power JVs) 5,000

Multiple P/BV 2.0

EV 10,000 42
Less: Conso Debt (FY12) 5,826 24
Total 397
No. of Shares 239

Note: We have assumed warrant conversion and hence,
increased the no. of shares to 239 mn
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BFL (Standalone): Revenue & margin trends Exports back to peak levels
10,000 - r 30 _
(Rs mn) %) 5,000 (Rs mn) -
8,000 - L 26 i —
o oo 0—0 o 4,000
6,000 | ” L 22 3,000 -
4,000 - + 18 2,000 -
2,000 - H H H 14 1,000 - m
0 T T T 10 0 T T T T T T T T T T 1
o o © © © O o o \-u \-4 ! o 9o 2o o © © © o «wW « o
S 6 6 6 d d d d o d +d © © © © d d d d d d d
¢ EECEEEGLEELGE c fEEEEEEEEE
5389883388338 8 O o 0o o o9 © & o & o o°
[ TRevenues —O— EBITDA Margin (RHS) [JExport sales [1Dom. sales
Source: Company, ENAM Research
Standalone: Tonnage increasing steadily... ...with improving EBITDA per kg trend
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BFL: Conso revenues and profitability Subs: Margins improve, losses continue to decline

16,000 - 20 8,000 - - 10
(Rs mn) (%) (Rs mn) (%)

12,000 -+ \Q r16 6,000 -

8,000 - L 12 4,000 +-1- 1o
4,000 - H H -8 2,000 - H H H H - (5)
O T T T T T T T T T T 4 0 T (10)
(2] (2] (2] (2] o o o o ! ! ! N [o2] [o2] [o2] (=] (=] (=] o -l -l -l
o o o o -l -l -l -l -l -l -l o o o o Al o o o Al el el
CEEiEEEEiit 5 cEEEEEEG
588338333 8 8 & o & &% o o S o o o
[ IRevenues = —O— PBDIT Margin % (RHS) C——JRevenue —O— PBDIT margin (RHS)

Source: Company, ENAM Research

JANUARY 2011 ENAM Securities



Bharat Forge

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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