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Bharat Electronics Apple Green

Rs570-crore capex plan for modernisation Buy; CMP: Rs889

Sharekhan Ltd

A-206, Phoenix House, 2nd Floor, Senapati Bapat Marg, Lower Parel, Mumbai - 400013, India.

Valuation table

Paticulars FY2006 FY2007 FY2008 FY2009E FY2010E

Net sales (Rs cr) 3502.0 3894.3 4060.3 4801.5 5624.0

Net profit (Rs cr) 583.0 713.9 826.74 879.5 1009.2

No of shares (crs) 8.0 8.0 8.0 8.0 8.0

EPS (Rs) 72.9 89.2 103.3 109.9 126.2

% yoy change 30.7 22.4 15.8 6.4 14.8

P/E 12.2 10.0 8.6 8.1 7.0

Adj. PER (x)* 9.1 5.5 4.7 1.9 1.9

Price/BV (x) 3.5 2.6 2.2 1.7 1.4

EV/EBIDTA(x) 6.2 4.2 3.7 1.5 1.4

Dividend yield (%) 1.3 2.0 2.3 2.5 2.5

RoCE (%) 41.7 38.5 32.6 30.9 29.1

RoNW (%) 29.7 27.3 23.1 21.5 20.1

*Adjusting for cash on books on per share basis

Company details

Shareholding pattern

Key points

� Bharat Electronics Ltd (BEL) has announced a capital expenditure plan of Rs570

crore to modernise its manufacturing plants in the next two years. This capital

expenditure will be over and above the expenditure incurred during the course of

the year for new projects. The company would spend around Rs260 crore in the

current financial year and Rs360 crore in FY2010 to modernise the offset business.

� The company’s order book stands healthy at Rs9,450 crore. The management is

confident of getting more orders during the course of the year.

� Every year BEL signs a memorandum of understanding with the defence ministry

stating its revenue target for the year. The revenue target for FY2009 has been

pegged at Rs4,800 crore. However, in FY2008 the company had for the first time

fallen short of achieving its annual revenue target. In quarterly terms, the

performance of the company is typically very volatile depending on the execution

of the orders in a particular quarter.

� For Q2FY2009, we expect the company to record sales of Rs864 crore, that is a

year-on-year growth of 21.9%. The profit margins are expected to decline due to

an increase in the staff cost following the implementation of the recommendations

of the Sixth Pay Commission. The profit after tax is expected to grow by 7.9% to

Rs132.6 crore. Traditionally, the first half of a financial year tends to be weak for

BEL with most of the growth being back-ended.

� At the current market price of Rs889, the stock trades at 8.1x FY2009E and 7.1x

FY2010E earnings estimates respectively. We maintain our Buy recommendation

on the stock with a price target of Rs1,610.

Price performance

(%) 1m 3m 6m 12m

Absolute -1.7 -10.5 -14.9 -50.5

Relative 11.2 -6.9 2.5 -34.3

to Sensex

Price target: Rs1,610

Market cap: Rs7,112 cr

52 week high/low: Rs2170/826

NSE volume: 65,996

(No of shares)

BSE code: 500049

NSE code: BEL

Sharekhan code: BEL

Free float: 1.9 cr

(No of shares)
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The author doesn’t hold any investment in any of the companies mentioned in the article.

Government
76%

Non-promoter 
corporate

3%

Institutions
19%

Others
2%



2Stock Update Oct 01, 2008

Disclaimer

“This document has been prepared by Sharekhan Ltd.(SHAREKHAN) 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 and/or privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. Kindly note that this document does not constitute an offer or solicitation for
the purchase or sale of any financial instrument or as an official confirmation of any transaction.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SHAREKHAN will not treat recipients as customers by virtue of their receiving this report.

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavour to update the information herein on reasonable basis, SHAREKHAN, its subsidiaries
and associated companies, their directors and employees (“SHAREKHAN and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance, or other reasons
that may prevent SHAREKHAN and affiliates from doing so. We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance
only and is not intended to be and must not alone betaken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. 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. We do not undertake to advise you as to any change of our
views. Affiliates of Sharekhan may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication,
availability or use would be contrary to law, regulation or which would subject SHAREKHAN and affiliates to any registration or licensing requirement within such jurisdiction. The securities described herein may or may
not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

SHAREKHAN & affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell or may be materially interested in any of the securities mentioned
or related securities. SHAREKHAN may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. Without limiting any of the foregoing, in no event shall
SHAREKHAN, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those
of the analyst and do not necessarily reflect those of SHAREKHAN.”
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