
 

August 12, 2010 

Rating BUY 

Price Rs229 

Target Price Rs291 

Implied Upside 27.0% 

Sensex 18,074 

(Prices as on August 12, 2010) 
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Free Float 58.16% 
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Major Shareholders 

Promoters 41.84% 

Foreign 2.80% 

Domestic Inst. 11.90% 

Public & Others 43.46% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute (5.3) (20.9) 52.0 

Relative (6.1) (32.8) 31.7 

 

Price Performance (RIC: BHAR.BO, BB: BHSL IN) 
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Source: Bloomberg

Bharati Shipyard 
Large interest expenses dampen results 

 Revenues in-line, PAT disappoints: Bharati Shipyard (BHSL) reported revenues 
of Rs3.3bn for the quarter, with a 9.4% YoY increase and 3% sequential increase. 
Margins also remained strong for the quarter at 19% as against 18.5% in Q1FY10 
and 17.1% in Q4FY10. The company’s PAT was extremely disappointing at 
Rs221m, a de-growth of 41% on a YoY basis and 38% on a sequential basis which 
was on account of a sharp 100%+ increase in interest expenses. 

 Interest expenses soar: Interest expenses charged to the P/L stood at Rs547m as 
against Rs240m in Q4FY10. A sharp increase on a QoQ basis is on account of part 
capitalization of the Dabhol Shipbuilding facility. Besides in Q4FY10, total 
interest expenses were netted off by interest income from money advanced to its 
subsidiary. Gross debt on BHSL’s book stands at Rs27bn, while cash stands at 
~Rs3bn. The company’s debt repayment obligation for the year is at ~Rs3bn on 
account of the FCCB that stands due for redemption in December 2010. This in 
our opinion shall be re-financed through long-term debt, while interest obligation 
of ~Rs24bn for the year shall be funded through internal accruals. 

 Unexecuted order book declines: BHSL’s unexecuted order book for the quarter 
stood at Rs19.2bn which has declined on QoQ basis with the execution progress. 
Though the quarter did not see any order accretion, the company received a 
small order to the tune of Rs1.2bn in the month of July 2010.  

 Future Outlook & Valuations: The world shipbuilding order book position has 
been witnessing some improvement over the last few months and we expect this 
to percolate to the Indian order book over the next couple of quarters. We 
expect BHSL’s order book to see gradual accretion from international and 
domestic orders. Besides, naval orders will provide an additional upside. We are 
valuing the company based on 5x FY12 PAT, excluding subsidy and dividend 
income from Great Offshore (GOFF) which translates to Rs80/share. Further, we 
are valuing its stake in GOFF at 6xFY12, with a 30% holding company discount 
translating to Rs211. We maintain ‘BUY’, with a target price of Rs291. 

 

Key financials (Y/e March) FY09 FY10 FY11E FY12E

Revenues (Rs m) 9,349   12,645   15,015   16,517
     Growth (%) 46.8 35.2 18.7 10.0
EBITDA (Rs m) 1,718 2,318 2,748 2,989
PAT (Rs m) 806 834 490 696
EPS (Rs) 29.2   27.5   16.2   23.0
     Growth (%) (3.6)  (6.0)  (41.2)  42.0
Net DPS (Rs) 3.0   4.5   5.0   5.5

Source: Company Data; PL Research Financials & Valuations are ex-subsidy 

Profitability & valuation FY09 FY10 FY11E FY12E

EBITDA margin (%) 18.4 18.3 18.3 18.1
RoE (%) 17.4 15.7 8.4 11.1
RoCE (%) 9.8 6.9 6.9 7.6
EV / sales (x) 1.50 1.49 1.36 1.18
EV / EBITDA (x) 8.2 8.2 7.4 6.5
PE (x) 7.8 8.3 14.2 10.0
P / BV (x) 1.3 1.2 1.2 1.1
Net dividend yield (%) 1.3 2.0 2.2 2.4

Source: Company Data; PL Research Financials & Valuations are ex-subsidy 
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KejalMehta@PLIndia.com DhrushilJhaveri@PLIndia.com 
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Q1FY10 Result Overview (Rs m) 

Y/e March Q1FY11 Q1FY10 YoY gr. 
(%) 

Q4FY10 FY11E FY10 YoY gr. 
(%) 

Sales  3,331   3,045  9.4  3,231   15,015   12,645  18.7 

Expenditure  -    -     -      

Raw materials  1,847   1,668  10.7  1,829   8,589   7,040  22.0 

 % of Net Sales 57.3 54.8  56.6 57.2 55.7  

Manufacturing & Other expenses  435   407  6.9  409   1,967   1,685  16.7 

 % of Net Sales 13.1 13.4  12.7 13.1 13.3  

Staff Costs  417   407  2.5  455   1,712   1,602  6.8 

 % of Net Sales 12.5 13.4  14.1 11.4 12.7  

Total Expenses  2,699   2,482  8.7  2,680   12,267   10,327  18.8 

EBITDA  632   563  12.3  551   2,748   2,318  18.5 

 EBITDA Margin (%) 19.0 18.5  17.1 18.3 18.3  

Depreciation  49   35  40.9  44   207   155  33.3 

Other Income  4   4  8.7  23   287   39  629.1 

Subsidy  295   249  18.4  250   1,250   836  49.5 

EBIT  882   781  12.9  779   4,079   3,039  34.2 

Less: Interest  547   241  127.0  240   2,100   965  117.6 

PBT  335   540  (37.9)  539   1,979   2,073  (4.6) 

Tax  114   168  (32.0)  183   647   689  (6.1) 

 Effective Tax Rate (%) 34.0 31.0  34.0 32.7 33.2  

PAT  221   372  (40.6)  356   1,332   1,385  (3.8) 

PAT Without Subsidy* 15  198  (92.6) 181  490  834  (42.9) 

*Adj. for 30% tax on Subsidy 
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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. 


