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PUNJ IN Neutral 

Price 15 Mar 10 Rs172.15 
12-month target Rs 202.00 

Upside/Downside % 17.3 

Valuation Rs 202.00 
 - Sum of Parts 
GICS sector Capital Goods 

Market cap Rsm 57,169 

30-day avg turnover US$m 14.9 

Market cap US$m 1,254 

Number shares on issue m 332.1 
 
  

Investment fundamentals 

Year end 31 Mar  2009A 2010E 2011E 2012E 

Total revenue bn 119.1 119.1 137.0 156.3 

EBIT bn 1.3 8.4 10.7 12.9 
EBIT growth % -73.3 534.4 28.0 20.4 
Adjusted profit bn -2.3 3.5 5.1 6.3 
EPS adj Rs -7.69 10.70 15.27 18.87 
EPS adj growth % nmf nmf 42.7 23.6 
PER rep x nmf 16.1 11.3 9.1 
PER adj x nmf 16.1 11.3 9.1 

Total DPS Rs 0.53 0.49 0.70 0.00 
Total div yield % 0.3 0.3 0.4 0.0 
ROA % 1.4 7.0 8.0 8.7 
ROE % -8.9 11.9 13.5 14.6 
EV/EBITDA x 25.5 7.8 6.1 5.1 
Net debt/equity % 108.7 72.1 68.7 61.3 

P/BV x 2.1 1.6 1.4 1.2 
 
  

PUNJ IN rel BSE Sensex performance, 
& rec history 

 
Note: Recommendation timeline - if not a continuous line, then there was no 
Macquarie coverage at the time or there was an embargo period. 

Source: FactSet, Macquarie Research, March 2010  

(all figures in INR unless noted) 
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Punj Lloyd 
Revenue growth at risk in FY11  
Event 

 We met with PUNJ’s management to discuss the status of delayed projects. 

Revenue growth appears at risk for FY11, and PUNJ may be close to the end 

of major write-offs on projects as the order book is tilted towards low-risk infra 

projects.  

Impact 

 Revenue growth in FY11 appears at risk as US$1.3bn Libyan order is 

delayed: The Rs60bn Libyan project (25% of PUNJ’s existing order book) to 

construct a resort has gotten delayed due to a change in ownership between 

government entities. Any further delay in the project might put our 15% 

revenue growth projection for FY11 at risk. The risk to consensus earnings 

would be around 20%. 

 Other orders progressing: The other Libyan project, worth Rs20bn, has 

had some movement, with PUNJ getting an advance of Eur10m, and the 

other delayed project, Goindwal Sahib Power project, has started.  

 Liquidated damages to be booked in 4Q FY10: The company is likely to 

book liquidated damages for the ethanol project undertaken by Simon Craves 

in 4Q FY10. This could have an impact of GBP23.1m (Rs1.6bn) and could 

eliminate all 4Q FY10 profits.  

 Is it end of write-offs? Problematic projects seem to be slow getting out of 

the system. With the completion of the bio-ethanol project, large projects in 

Simon Craves have ended. The company has booked most of the cost 

overruns in the offshore platform project of ONGC (ONGC IN, Rs1,071, UP, 

TP: Rs865). Moreover, order book composition has changed significantly in 

favour of low-risk infra projects.  

 Awaiting order inflow revival in Middle East: The company is working on a 

couple of negotiated orders in the pipeline space. However, it is facing severe 

competition in Southeast Asia from Korean and Chinese players and looking 

for opportunities in new geographies like Australia and Hong Kong.  

Earnings and target price revision 

 No changes. 

Price catalyst 

 12-month price target: Rs202.00 based on a Sum of Parts methodology. 

 Catalyst: Large ticket size order inflow and sustainable margins. 

Action and recommendation 

 Sustainable margins key to any re-rating: Continuous write-downs have 

been a large overhang on the stock. We believe the company would need to 

deliver margins on a sustainable basis before any re-rating may occur.  

 Any earnings cut for FY11E could keep stock under pressure: Muted 

revenue growth may lead to an earnings downgrade for FY11. For an uptick in 

revenue, we think it is imperative that work begins on big ticket international 

projects like the Libyan resort and villa. Neutral rating maintained. 
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Order book mix shows increased focus on low-risk infra projects 

 Recent order inflows and order book composition suggest that the company has been moving 

away from high-risk oil and gas related orders to low-risk infrastructure projects over the past few 

quarters.  

 A large infrastructure order of Rs60bn (25% of order book) to construct a villa and resort in Libya 

is a cost-plus contract, indicating the shift towards low-risk projects.  

 The recent win of the Hyderabad-Vijaywada road project from GMR Infrastructure (GMRI IN, Rs 

57, UP, TP: Rs57) shows the increasing focus on large domestic road construction opportunities.  

Fig 1 Proportion of low-risk infra projects in order book has increased significantly 

 

Source: Company data, Macquarie Research, March 2010 
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Punj Lloyd (PUNJ IN, Neutral, Target Price: Rs202.00) 
Quarterly Results  2Q/10A 3Q/10E 4Q/10E 1Q/11E   Profit & Loss 2009A 2010E 2011E 2012E 

              
Revenue m 28,589 32,162 35,736 26,028   Revenue m 119,120 119,120 136,988 156,260 
Gross Profit m 28,589 32,162 35,736 26,028   Gross Profit m 3,093 119,120 136,988 16,407 
Cost of Goods Sold m 0 0 0 0   Cost of Goods Sold m 116,028 0 0 139,852 
EBITDA m 2,573 2,895 3,216 2,603   EBITDA m 3,093 10,721 13,699 16,407 
Depreciation  m 560 630 700 563   Depreciation  m 1,771 2,334 2,963 3,482 
Amortisation of Goodwill m 0 0 0 0   Amortisation of Goodwill m 0 0 0 0 
Other Amortisation m 0 0 0 0   Other Amortisation m 0 0 0 0 
EBIT m 2,013 2,264 2,516 2,040   EBIT m 1,322 8,386 10,736 12,926 

Net Interest Income m -869 -977 -1,086 -751   Net Interest Income m -2,208 -3,619 -3,951 -4,359 
Associates m 0 0 0 0   Associates m 0 0 0 0 
Exceptionals m 0 0 0 0   Exceptionals m 0 0 0 0 
Forex Gains / Losses m 0 0 0 0   Forex Gains / Losses m 0 0 0 0 
Other Pre-Tax Income m 136 154 171 143   Other Pre-Tax Income m 745 569 753 746 
Pre-Tax Profit m 1,281 1,441 1,601 1,432   Pre-Tax Profit m -140 5,336 7,537 9,313 
Tax Expense m -429 -483 -536 -470   Tax Expense m -2,260 -1,788 -2,472 -3,055 
Net Profit m 852 958 1,065 962   Net Profit m -2,401 3,549 5,065 6,258 
Minority Interests m 0 0 0 0   Minority Interests m 68 0 0 0 

              
Reported Earnings m 852 958 1,065 962   Reported Earnings m -2,117 3,549 5,065 6,258 
Adjusted Earnings m 852 958 1,065 962   Adjusted Earnings m -2,333 3,549 5,065 6,258 

              
EPS (rep)  2.57 2.89 3.21 2.90   EPS (rep)  -6.97 10.70 15.27 18.87 
EPS (adj)  2.57 2.89 3.21 2.90   EPS (adj)  -7.69 10.70 15.27 18.87 
EPS Growth yoy (adj) % nmf nmf nmf 42.7   EPS Growth (adj) % nmf nmf 42.7 23.6 

        PE (rep) x nmf 16.1 11.3 9.1 
        PE (adj) x nmf 16.1 11.3 9.1 
              

EBITDA Margin % 9.0 9.0 9.0 10.0   Total DPS  0.53 0.49 0.70 0.00 
EBIT Margin % 7.0 7.0 7.0 7.8   Total Div Yield % 0.3 0.3 0.4 0.0 
Earnings Split % 24.0 27.0 30.0 19.0   Weighted Average Shares m 303 332 332 332 
Revenue Growth % 0.0 0.0 0.0 15.0   Period End Shares m 303 332 332 332 
EBIT Growth % 534.4 534.4 534.4 28.0         

              

Profit and Loss Ratios  2009A 2010E 2011E 2012E   Cashflow Analysis 2009A 2010E 2011E 2012E 
              

Revenue Growth % 53.6 0.0 15.0 14.1   EBITDA m 3,093 10,721 13,699 16,407 
EBITDA Growth % -51.7 246.6 27.8 19.8   Tax Paid m -2,260 -1,788 -2,472 -3,055 
EBIT Growth % -73.3 534.4 28.0 20.4   Chgs in Working Cap m -9,828 -3,531 -2,971 -3,204 
Gross Profit Margin % 2.6 100.0 100.0 10.5   Net Interest Paid m -2,208 -3,619 -3,951 -4,359 
EBITDA Margin % 2.6 9.0 10.0 10.5   Other m 745 569 753 746 
EBIT Margin % 1.1 7.0 7.8 8.3   Operating Cashflow m -10,458 2,352 5,058 6,536 
Net Profit Margin % -2.0 3.0 3.7 4.0   Acquisitions m -1,151 0 0 0 
Payout Ratio % nmf 4.6 4.6 0.0   Capex m -7,265 -7,000 -5,322 -5,291 
EV/EBITDA x 25.5 7.8 6.1 5.1   Asset Sales m 0 0 0 0 
EV/EBIT x 59.6 10.0 7.8 6.5   Other m 789 0 0 0 

        Investing Cashflow m -7,628 -7,000 -5,322 -5,291 
Balance Sheet Ratios        Dividend (Ordinary) m -161 -163 -232 0 
ROE % -8.9 11.9 13.5 14.6   Equity Raised m -168 6,749 43 43 
ROA % 1.4 7.0 8.0 8.7   Debt Movements m 19,520 5,000 2,000 2,000 
ROIC % 61.4 10.6 11.8 12.8   Other m 0 0 0 0 
Net Debt/Equity % 108.7 72.1 68.7 61.3   Financing Cashflow m 19,192 11,586 1,810 2,043 
Interest Cover x 0.6 2.3 2.7 3.0         
Price/Book x 2.1 1.6 1.4 1.2   Net Chg in Cash/Debt m 1,106 6,938 1,546 3,288 

Book Value per Share  81.9 105.5 120.1 138.3         
        Free Cashflow m -17,723 -4,648 -265 1,245 
              

        Balance Sheet 2009A 2010E 2011E 2012E 
              
        Cash m 8,122 15,060 14,928 16,220 
        Receivables m 26,686 29,372 33,778 38,530 
        Inventories m 36,686 37,531 43,161 49,232 
        Investments m 6,609 6,609 6,609 6,609 
        Fixed Assets m 21,727 26,393 30,430 33,948 
        Intangibles m 0 0 0 0 
        Other Assets m 11,720 11,720 11,720 11,720 
        Total Assets m 111,551 126,686 140,626 156,260 

        Payables m 47,099 47,099 54,164 61,784 
        Short Term Debt m 0 0 0 0 
        Long Term Debt m 35,592 40,592 42,592 44,592 
        Provisions m 1,853 1,853 1,853 1,853 
        Other Liabilities m 1,742 1,742 1,742 1,742 
        Total Liabilities m 86,286 91,286 100,351 109,971 
        Shareholders' Funds m 24,845 34,980 39,855 45,869 
        Minority Interests m 420 420 420 420 
        Other m 0 0 0 0 
        Total S/H Equity m 25,265 35,399 40,275 46,289 

        Total Liab & S/H Funds m 111,551 126,686 140,626 156,260 
              

All figures in INR unless noted.            
Source: Company data, Macquarie Research, March 2010 
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Important disclosures: 

Recommendation definitions 

Macquarie - Australia/New Zealand 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 

Macquarie – Asia/Europe 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie First South - South Africa 
Outperform – expected return >+10% 
Neutral – expected return from -10% to +10% 
Underperform – expected return <-10% 

Macquarie - Canada 
Outperform – return >5% in excess of benchmark return 
Neutral – return within 5% of benchmark return 
Underperform – return >5% below benchmark return 

Macquarie - USA 

Outperform (Buy) – return >5% in excess of Russell 
3000 index return 
Neutral (Hold) – return within 5% of Russell 3000 index 
return 
Underperform (Sell)– return >5% below Russell 3000 
index return 

Recommendations – 12 months 

Note: Quant recommendations may differ from 
Fundamental Analyst recommendations 
 

Volatility index definition* 

This is calculated from the volatility of historical 
price movements. 
 
Very high–highest risk – Stock should be 

expected to move up or down 60–100% in a year 
– investors should be aware this stock is highly 
speculative. 
 
High – stock should be expected to move up or 
down at least 40–60% in a year – investors should 
be aware this stock could be speculative. 
 
Medium – stock should be expected to move up 
or down at least 30–40% in a year. 
 
Low–medium – stock should be expected to 
move up or down at least 25–30% in a year. 
 
Low – stock should be expected to move up or 
down at least 15–25% in a year. 
* Applicable to Australian/NZ/Canada stocks only 

Financial definitions 

All "Adjusted" data items have had the following 
adjustments made: 
Added back:  goodwill amortisation, provision for 
catastrophe reserves, IFRS derivatives & hedging, 
IFRS impairments & IFRS interest expense 
Excluded:  non recurring items, asset revals, property 
revals, appraisal value uplift, preference dividends & 
minority interests 
 
EPS = adjusted net profit / efpowa* 
ROA = adjusted ebit / average total assets 
ROA Banks/Insurance = adjusted net profit /average 
total assets 
ROE = adjusted net profit / average shareholders funds 
Gross cashflow = adjusted net profit + depreciation 
*equivalent fully paid ordinary weighted average 
number of shares 
 
All Reported numbers for Australian/NZ listed stocks 
are modelled under IFRS (International Financial 
Reporting Standards). 
 

Recommendation proportions – For quarter ending 31 December 2009 

 AU/NZ    Asia   RSA    USA     CA   EUR 
Outperform 47.94% 60.52% 37.50% 43.42% 65.26% 41.60% (for US coverage by MCUSA, 3.76% of stocks covered are investment banking clients) 

Neutral 35.58% 18.70% 53.13% 49.06% 29.11% 36.80% (for US coverage by MCUSA, 4.51% of stocks covered are investment banking clients) 

Underperform 16.48% 20.79% 9.38% 7.52% 5.63% 21.60% (for US coverage by MCUSA, 0.00% of stocks covered are investment banking clients) 
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