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Back in business  
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Prabhudas Lilladher Pvt. Ltd. and/or its associates (the 'Firm') does and/or seeks to do business with companies covered in its research reports. As a result investors should be aware that 
the Firm may have a conflict of interest that could affect the objectivity of the report. Investors should consider this report as only a single factor in making their investment decision. 

Please refer to important disclosures and disclaimers at the end of the report 
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Rating Accumulate 

Price Rs2,015 

Target Price Rs2,100 

Implied Upside  4.2% 

Sensex  20,169 

(Prices as on February 2, 2010) 

Trading data 

Market Cap. (Rs bn) 1,213.6 

Shares o/s (m) 602.1 

3M Avg. Daily value (Rs m) 2702.5 

 

Major shareholders 

Promoters  NA 

Foreign  16.65% 

Domestic Inst. 37.28% 

Public & Other  46.07% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute 2.7 28.0 19.2 

Relative  (0.3) (6.9) 11.6 

 

Price Performance (RIC: LART.BO, BB: LT IN) 

 

Source: Bloomberg 
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 Revenues surprises, EBITDA margins hold on: Larsen and Toubro (L&T) 

reported a healthy 17.7% YoY and 18.2% QoQ growth in net sales from its core 
business at Rs92.6bn in Q2FY11, which was above our estimates of Rs86.5bn. 
Sales growth was strong on account of a 17% YoY growth in E&C business which 

contributes 84% to the total sales. EBITDA margins, without other operating 
income (OOI), stood at 10.1% (12.9bps improvement YoY). Other income 
increased by 67% YoY on account of proceeds from stake sale in Satyam (Rs 

700m), proceeds from sale of property, dividend for subsidiaries apart from 
increase interest income. Adjusted PAT for Q2FY11 stood close to Rs6.2bn 
(12.9% YoY growth).  

 Sectoral performance: For Q2FY11, E&C division registered a revenue growth of 
17%, with 11.2% EBIT margins (110bps improvement YoY). Also, the MIP 

business was good and posted 37% YoY growth, with 17% EBIT margins (down 
90bps YoY). On the other hand, E&E business registered a sales growth of 4.3% 
and EBIT margin stood at 12.8 %( 220bps decrease YoY).  

 Order inflow: L&T, in Q2FY11, has bagged orders worth Rs204bn, an 11% YoY 
growth. The current order book stands at Rs1.2trn (41% YoY growth).  

 Updates: L&T Infra Finance has launched bond issue to raise Rs7bn. Current 
debt of L&T stands at Rs77bn and support to subsidiaries in H1FY11 stood at 

Rs11.5bn. 

 Valuations: We value L&T’s core business at Rs1,825, L&T Infotech at Rs63, L&T 

Finance at Rs40, L&T Infra Finance at Rs37, L&T IDPL at Rs72, L&T power 

equipment at Rs17, L&T manufacturing at Rs29 and other businesses at Rs18. 

We maintain our ‘Accumulate’ rating on the stock. 

 

  

Key financials (Y/e March)   2009 2010 2011E 2012E 

Revenues (Rs m) 336,466 366,752 443,420 539,612 

     Growth (%) 35.4 9.0 20.9 21.7 

EBITDA (Rs m) 35,770 44,558 52,705 62,715 

PAT (Rs m) 27,091 31,649 35,855 41,468 

EPS (Rs) 46.3 52.6 59.5 68.9 

     Growth (%) (37.7) 13.4 13.3 15.7 

Net DPS (Rs) — — — — 

Source: Company Data; PL Research 

 

Profitability & Valuation   2009 2010 2011E 2012E 

EBITDA margin (%) 10.6 12.1 11.9 11.6 

RoE (%) 24.6 20.6 18.3 18.5 

RoCE (%) 18.3 15.9 15.1 15.6 

EV / sales (x) 3.7 3.5 2.9 2.4 

EV / EBITDA (x) 34.6 28.4 24.0 20.2 

PE (x) 43.5 38.3 33.8 29.3 

P / BV (x) 9.5 6.6 5.8 5.0 

Net dividend yield (%) — — — — 

Source: Company Data; PL Research 
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 Larsen & Toubro 

Q2FY11 Result Overview (Rs m) 

Y/e Mar Q2FY11 Q2FY10 YoY gr. (%) Q1FY11 H1FY11 H1FY10 YoY gr. (%) 

Net Sales         92,608        78,662            17.7        78,351         170,959        152,289            12.3  

Expenditure               

Consumption of RM         20,847        18,662            11.7        16,804          37,651          33,644            11.9  

 % of Net Sales            22.5            23.7             21.4              22.0             22.1    

Purchase of traded goods          5,084          3,579            42.1         4,443            9,527            6,328            50.6  

 % of Net Sales              5.5             4.5               5.7                5.6               4.2    

Sales and Admin          5,105          3,433            48.7         3,710            8,815            6,864            28.4  

 % of Net Sales              5.5             4.4               4.7                5.2               4.5    

Construction, Mfg. & Others         19,203        13,114            46.4        17,934          37,137          25,955            43.1  

 % of Net Sales            20.7            16.7             22.9              21.7             17.0    

Sub Contracting         18,632        19,350             (3.7)       16,681          35,313          38,632             (8.6) 

 % of Net Sales            20.1            24.6             21.3              20.7             25.4    

Other Expenses          7,067          4,769            48.2         6,525          13,592            9,522            42.7  

 % of Net Sales              7.6             6.1               8.3                8.0               6.3    

Personnel Cost          8,288          7,087            17.0         5,633          13,921          12,201            14.1  

 % of Net Sales              9.0             9.0               7.2                8.1               8.0    

Increase decrease in stock in trade            (976)            826          (2,948)          (3,924)           3,437    

Total Expenditure         83,251        70,816            17.6        68,782         152,033        136,580            11.3  

EBIDTA          9,357          7,846            19.3         9,569          18,926          15,709            20.5  

 Margin (%)            10.1            10.0  
 

         12.2              11.1             10.3    

Depreciation          1,212          1,001            21.1         1,142            2,354            1,939            21.4  

EBIT          8,145          6,845            19.0         8,427          16,572          13,770            20.3  

Interest          1,932          1,310            47.4         1,423            3,355            2,406            39.4  

Other Income          4,522          2,702            67.4         2,770            7,292            5,386            35.4  

PBT         10,735          8,237            30.3         9,774          20,509          16,750            22.4  

Tax          3,793          2,707            40.1         3,112            6,905            5,437            27.0  

 Tax Rate (%)            35.3            32.9             31.8              33.7             32.5    

Recurring Pat          6,942          5,530            25.5         6,662          13,604          11,313            20.3  

Extraordinary Items             708             274                -                 708          10,473    

PAT          7,650          5,804            31.8         6,662          14,313          21,786           (34.3) 

Source: Company Data, PL Research 
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 Larsen & Toubro 

Business Snapshot (Rs bn) 

Y/e March Q2FY11 Q1FY11 Q4FY10 Q3FY10 Q2FY10 

Sales 
 

        

Engineering & Construction 80.2 66.4          121.1          69.9           68.5  

Electrical & Electronics 6.7 7.4              9.8            7.2            7.0  

MIP 7 5.4              6.8            5.9            5.1  

Others 1.2 1.2              1.0            1.0            0.9  

EBIT            

Engineering & Construction 9 8.1            18.4            8.5            6.9  

Electrical & Electronics 0.86 0.7              1.3            0.9            1.1  

MIP 1.2 1.1              1.4            1.2            0.9  

Others 0.17 0.3              0.0            0.2            0.2  

EBIT (%)           

Engineering & Construction 11.2 12.2 15.2         12.2           10.1  

Electrical & Electronics           12.8               9.9             13.3          12.1           15.0  

MIP           17.1             20.4             20.6          20.3           18.0  

Others           14.2             27.5               2.0          21.6           18.9  

Source: Company Data, PL Research 

Sales Breakup (Rs bn) 

Y/e March Q2FY11 Q2FY10 YoY gr. (%) Q1FY11 QoQ gr. (%) H1FY11 H1FY10 YoY gr. (%) 

Engineering & Construction           80.2  68.5           17.1  66.4          20.8            147           134          9.2  

Electrical & Electronics             6.7  7.0            (4.3) 7.4          (9.5)             14             13        10.5  

MIP             7.0  5.1           37.3  5.4          29.6              12             10        30.5  

Others             1.2  0.9           33.3  1.2             -                 2               2        43.7  

Source: Company Data, PL Research 

Order Book Composition 

Infrastructure
31%

Power

37%

Hydro carbon

15%

Process
12%

Others
5%

 

Source: Company Data, PL Research 
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Order Book by Geography 

Domestic

94%

Middle East
4%

Others

2%

 

Source: Company Data, PL Research 

Client wise Order Book 

Pubilc

44%

Private
41%

Development 
Assets (In-

House)
15%

 

Source: Company Data, PL Research 

Q2FY11 Sales Break-up 

Engineering & 
Construction

84%
Electrical & 
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MIP
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Source: Company Data, PL Research  
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Prabhudas Lilladher Pvt. Ltd. 

3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India 

Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209 
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PL’s Recommendation Nomenclature   

BUY  : Over 15% Outperformance to Sensex over 12-months Accumulate : Outperformance to Sensex over 12-months 

Reduce : Underperformance to Sensex over 12-months Sell : Over 15% underperformance to Sensex over 12-months 

Trading Buy : Over 10% absolute upside in 1-month Trading Sell : Over 10% absolute decline in 1-month 

Not Rated (NR) : No specific call on the stock Under Review (UR) : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as 

information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be 

considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy 

or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 

statements and opinion given, made available or expressed herein or for any omission therein. 

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 

suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an 

independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 

engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication. 

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

For Clients / Recipients in United States of America: 

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for informational 

purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information provided herein unless agreed to by 

all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside its intended use. Any questions should be directed to 

Gerard Visci at DAP at 212.850.8888. 

 

 

 


