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Equity

% Chg

23 Mar 07 1 Day 1 Mth 3 Mths

Indian Indices

Sensex  13,286  (0.2)  (2.7)  (3.1)
Nifty  3,861  (0.4)  (2.1)  (2.0)
Banking  6,822  (0.1)  0.3  (1.9)

IT  3,625  (0.5)  (1.2)  0.7
Healthcare  3,574  0.6  (1.3)  (5.5)
FMCG  1,689  (1.2)  (6.8)  (12.7)

PSU  5,879  (0.4)  (0.6)  (2.3)
CNX Midcap  4,855  0.3  (3.7)  (4.4)

World indices

Nasdaq  2,448.9  (0.1)  (2.2)  1.5
Nikkei  17,481  0.4  (4.1)  1.8
Hangseng  19,693  0.0  (3.5)  2.4

Value traded (Rs cr)

23 Mar 07 % Chg - 1 Day

Cash BSE  3,898  13.5
Cash NSE  8,204  4.3
Derivatives  33,620  (15.8)

Net inflows (Rs cr)

22 Mar 07 % Chg MTD YTD

FII  713  333  (358)  4,520
Mutual Fund  87  254 (1,214) (2,861)

FII open interest (Rs cr)

22 Mar 07 % chg

FII Index Futures  14,485  3.4

FII Index Options  10,410  3.9
FII Stock Futures  16,655  0.3
FII Stock Options  58  (0.7)

Advances/Declines (BSE)

23 Mar 07 A B1 B2 Total % Total

Advances  89  277  339  705 39
Declines  120  419  505  1,044 58
Unchanged  5  13  34  52 3

Commodity

% Chg

23 Mar 07 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  62.5  0.4  1.8  2.3
Gold   (US$/OZ)  657.4  (1.0)  (4.0)  5.5
Silver  (US$/OZ)  13.2  (2.2)  (10.1)  4.3

Debt/forex market

23 Mar 07 1 Day 1 Mth 3 Mths

10 yr G-Sec yield  7.96  8.00  7.90  7.61
Re/US$       43.58  43.75  44.20  44.58

Sensex

Source: Bloomberg
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Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,
BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange

ECONOMY NEWS
q The Government wants domestic financial sector regulators to liberalize norms

on portfolio investment to allow foreign individuals and more overseas
corporates to invest directly in the Indian stock markets. (ET)

q The Government is likely to scrap the textile committee cess. All textiles and
textile machinery are likely to be exempted from the cess in a move aimed at
improving global competitiveness of Indian companies and attract greater
investments into the sector. (ET)

q Airlines have sought more time from the directorate general of civil aviation
for taking a decision on scrapping congestion surcharge. The regulator may
give carriers an extra week, a Government official said. (ET)

q The annual supplement of the foreign trade policy for 2007-08 may be
delayed by a week. The delay is being attributed to the time being taken by
the Commerce and Finance Ministries to arrive at a consensus over certain
export promotion schemes. (BS)

q The Finance Ministry has made it tough for companies to migrate equipment
to SEZs by disallowing tax sops to those importing or shifting second-hand
machinery from outside SEZs. (BS)

q World oil prices were driven to the highest levels of the year by news that 15
sailors from a British warship had been seized by Iran, a key crude producer.
(FE)

CORPORATE NEWS
q ONGC has pipped Reliance Industries to the post to contract a rig for

exploration. This is significant considering that oil companies across the globe
are facing a huge shortage of rigs. (ET)

q The Essar group plans to convert its upcoming SEZ at Hazira into a multi-
product SEZ. The group has recently filed an application with the state
government and has started the process of acquiring additional land for the
project. (ET)

q Facing the heat over the prospect of Tatas' Rs.1-lakh car affecting the two-
wheeler market, Bajaj Auto has said it may build cars to ward off the threat.
(BS)

q Bharat Sanchar Nigam will pump in Rs.600 bn over the next three years.
(ET)

q Kirloskar Brothers, a leading pump manufacturing company, plans to enter
China with at least one plant. The Pune-based company has plants in UK and
Africa. At present, KBL supplies its pumps to China through Hong Kong. (BS)

q Reliance Industries' move to seek the status of an export-oriented unit for
its existing refinery at Jamnagar would boost net profits as it saves taxes and
increases sales in the higher-margin export markets. (BS)

q Steel tycoon Lakshmi N Mittal's acquisition of 49% stake in Hindustan
Petroleum's $3 bn Bhatinda refinery has violated his pact with ONGC  t o
pursue hydrocarbon opportunities exclusively with the flagship Indian firm,
an ONGC official has said. (FE)

q The RBI has said a multi-layered holding structure put in place by Hutchison
Telecom for a 12.26% stake - the stake that the company could not own
directly in Hutch-Essar - may have breached foreign investment guidelines
for the telecom sector. (ET)
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FROM OUR RESEARCH TEAM

CROMPTON GREAVES
(RS.200, FY08 P/E: 18.9X, BUY)
Crompton Greaves Ltd (CGL) is the market leader in India in
transformers and switchgears. Over the last two years, the company
has demonstrated its ability to identify attractive acquisition targets
and turn them around. In the process, CGL has been able to expand
its product portfolio. The domestic as well as overseas order book
of the company is growing at a healthy pace. Over the next two
years, we see earnings growth at a CAGR of 40% between FY07-09.
The stock has corrected in recent times. In view of this, we upgrade
the stock to a BUY from a HOLD.

KEY INVESTMENT POSITIVES

PGCIL’s capex plans indicate continued traction in T&D sector
As against the usual 50% investment in T&D for every 100% investment in the
power sector, the investment in T&D in India has been lagging at 30%. This has
resulted in high T&D losses. Power Grid Corporation of India (PGCIL) plans to invest
Rs.550 bn during the Eleventh Plan to increase its transmission capacity. The plan
is to raise the current transmission capacity from 11,500 MW to 37000 MW by 2012.

PGCIL also plans to go for hybrid ultra high voltage transmission system, which
will reduce transmission losses. The company also plans to raise its capital
expenditure plans for 2007-08 to Rs.91 bn from Rs.61 bn in the current fiscal, an
increase of nearly 50%.

Expanding product portfolio
With the focus on faster capacity augmentation and more efficient power
transmission technologies, PGCIL has been moving towards higher application of
high voltage (HV) and hybrid ultra high voltage power transmission (800 KV/1200
KV transmission). Over the last two years, CGL has geared itseslf to address the
emerging tech trends. It has acquired Pauwels and Ganz, thereby enabling access
to up to 750 KV 600 MVA transformer range.

Proven track record of value accretive acquisitions
CGL has demonstrated its ability to identify and turn around companies. It acquired
Pauwels in 2005 and has been able to ramp up the operations of the company.
The operating margin of Pauwels has already been improved from 5.7% in CY05
to 6.5-7% in CY06. In FY07, the company acquired Ganz, whose founders were
the inventors of modern age transformers.

While Ganz has reported negative EBITDA of €2.7 mn in October-December 2006,
the CGL management expects EBITDA margin to move up to greater than 8% in
CY07. Margins of Ganz have suffered due to unprofitable orders that the company
is currently executing. CGL also plans to outsource part of Pauwels orders from
Ganz, which should optimize production capacities across locations in Europe.

Attractive earnings growth
CGL’s order book stood at Rs.21.1 bn, which was a 44% rise over FY06 end. The
order backlog of Pauwels and Ganz is also healthy at Rs.24.2 bn. During FY07, CGL’s
earnings growth was hampered by a rise in copper prices and higher tax charges.
Copper prices had a steep rise in FY07 but now appear to have stabilized. Hence,
in FY08, we believe there is scope for margins to expand. We see the share of
profits from its subsidiaries rising in FY07 and FY08 due to a turnaround in Ganz
and margin expansion in Pauwels. On a consolidated basis, we are forecasting a
growth of 40% in CAGR between FY07-09.

COMPANY UPDATE

Sanjeev Zarbade
sanjeev.zarbade@kotak.com
+91 22 6634 1258

Summary table

(Rs mn) FY07E FY08E FY09E

Sales  56,578  69,371  81,303

Growth (%)  33.8  23.2  -

EBITDA  4,363  6,224  7,492

EBITDA margin (%)

(Consolidated) 7.7 9.0 9.2

Net profit  2,455  3,871  4,768

EPS (Rs) 6.70 10.60 13.00

EPS (Rs) standalone 4.9 6.8 8.5

Growth % 5.8 57.7 23.2

DPS (Rs) 2.0 2.0 2.0

ROE (%)  26.5  30.6  29.1

ROCE (%) 28.7 38.0 38.0

EV/Sales (x) 1.1 0.9 0.7

EV/EBITDA (x) 14.7 10.4 8.4

P/E (x) consolidated 29.8 18.9 15.4

P/BV (x) 6.9 5.3 4.0

Source: Company & Kotak Securities -
Private Client Research

We upgrade to BUY from
a HOLD on Crompton

Greaves with a target
price of Rs.245



March  26,  2007 Kotak Securities - Private Client Research

Daily Morning Brief Please see the disclaimer on the last page For Private Circulation 3

Valuation
At the current price, CGL is trading at 18.9x and 15.4x in FY08 and FY09 earnings,
respectively. The stock has traded in a P/E band of 18-22x two-year forward EPS.
Due to a recent correction in price, the stock is available at the lower end of the
18x-22x band. The stock has an attractive earnings growth profile and globalized
operations. We upgrade the stock to a BUY from a HOLD with a target price of
Rs.245.

PE band (x)

Source: Company, Kotak Securities - Private Client Research

Valuation
EPS (Rs) PE (x) EV/EBITDA (x)

FY08 FY09 FY08 FY09  FY08
ABB CY 07 & CY08 114.0 150.0 31.5 23.9 19.9

Siemens (Sep end) FY07 &FY08 33.4 47.0 32.3 23.0 15.0

Areva CY07 & CY08 39.9 53.7 27.5 20.4 17.4

Crompton Greaves 10.6 13.0 18.9 15.4 11.9

Source: Kotak Securities - Private Client Research
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Trade details of bulk deals
Date Scrip name Name of client Buy/ Quantity Avg. Price

Sell of shares (Rs)

23-Mar AML HSBC Financial Services M S  155,258  73.75

23-Mar Asian Oilfie Arwa Umesh S  35,000  32.82

23-Mar Axon Infotec AS Vanijya Private Limited B  3,500  291.00

23-Mar Baba Arts AVN Stock and Securities S  79,500  57.58

23-Mar Bilpower Ltd Rajendrakumar Anandilal C B  69,500  147.00

23-Mar Class Diam I Anand Yogesh Share and Co B  35,000  381.23

23-Mar Crazy Infote Kedia Consultants Pvt Ltd S  40,000  83.30

23-Mar Gayatri Proj Buena Vista Fund Management B  77,000  233.68

23-Mar Gayatri Proj Goldman Sachs Investments S  76,000  232.98

23-Mar Indbul Real Citigroup Global Markets S  1,271,751  345.10

23-Mar Indcap Finan DJ Sons Securities B  19,736  24.30

23-Mar Jagjanani Jayesh Kuwadia B  100,000  25.00

23-Mar Jagjanani Sandhya Khandelwal B  100,000  24.70

23-Mar Jagjanani Arcadia Share and Stock B B  100,000  25.00

23-Mar Jagjanani Anand Yogesh Share and Co B  400,635  22.62

23-Mar Jagjanani D K Jain S  150,000  25.61

23-Mar JK Sugar Ltd Hiral Manish Shah S  60,700  26.63

23-Mar Maharastra AVN Stock and Securities B  45,458  115.44

23-Mar Mastek Infrastructure Leasing S  174,300  305.00

23-Mar Oriental Shailesh Ved B  123,495  25.00

23-Mar Page Industr HDFC Mutual Fund Account B  155,000  288.97

23-Mar Patel Airtem Pawan S Agarwal B  100,000  37.71

23-Mar Patel Airtem Rajesh Shah B  50,837  38.21

23-Mar Pradeep Met Pegasus Stocks and Shares B  420,000  19.36

23-Mar Pradeep Met Aditya Dugar S  234,266  19.50

23-Mar Pradeep Met Anuj M.Munot S  166,750  19.44

23-Mar RTS Power Co Thesus Global Research Ltd B  30,000  110.00

23-Mar RTS Power Co Hilton Sales Private Limited B  70,000  110.88

23-Mar Sarup Tanner Camphar Securities and Ad B  20,100  34.78

23-Mar Sarup Tanner Geometric Sec and Adv P L S  20,000  34.80

23-Mar Shri Bajrang Kanhaiyalal Oza S  50,000  23.17

23-Mar Surana Corpr Shantilal Surana B  150,000  21.00

23-Mar Surana Corpr Surana G R B  350,000  21.00

23-Mar Surana Corpr The Indiaman Mauritius Ltd B  500,000  21.00

23-Mar Switch Tec G Ruby Ladha S  18,325  39.00

23-Mar System Cor S Ram Gupta B  56,950  12.00

23-Mar Transwarranty Verdia Marble Pvt. Ltd. B  266,338  44.79

23-Mar Vakran Softw Peanence Commercial Pvt Ltd S  100,000  146.00

23-Mar Vyapar Inds Anand Yogesh Share and Co B  52,675  121.09

23-Mar Vyapar Inds GRD Securities Ltd S  45,000  118.97

23-Mar Vyapar Inds Jigneshbhai Hiralal Shah S  52,524  120.40

23-Mar W S Industri M M Murarka Share and Sec B  160,000  45.02

23-Mar W S Industri Raghuvalika Trading Pvt Ltd S  160,000  45.02

23-Mar Wearology Lt Julius Baer Asset Management B  36,721  78.00

23-Mar Yashraj Secr Diamant Investment and Fi B  15,014  245.33

23-Mar Yashraj Secr S Uttamchand S  14,000  245.50

Source: BSE

Bulk deals
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.
This material is for the personal information of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be construed as an offer to sell or the
solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.  It is for the general information of clients of Kotak Securities Ltd. It does
not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual clients.
We have reviewed the report, and in so far as it includes current or historical information, it is believed to be reliable though its accuracy or completeness cannot be guaranteed. Neither
Kotak Securities Limited, nor any person connected with it, accepts any liability arising from the use of this document. The recipients of this material should rely on their own investigations
and take their own professional advice. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain
transactions -including those involving futures, options and other derivatives as well as non-investment grade securities - involve substantial risk and are not suitable for all investors.
Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may
not match with a report on a company's fundamentals.
Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material,
there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions
and may be subject to change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein.
Kotak Securities Limited has two independent  equity  research groups: Institutional Equities and Private Client Group. This report has been  prepared by the Private Client Group . The
views and opinions expressed in this document  may or may not match or may be contrary with the views, estimates, rating, target price  of  the Institutional Equities Research Group of
Kotak Securities Limited.
We and our affiliates, officers, directors, and employees world wide may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies)
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of
the company (ies) discussed herein or act as advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any recommendation and related
information and opinions.
The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its or their
securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

No part of this material may be duplicated in any form and/or redistributed without Kotak Securities' prior written consent.
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Teena Virmani Construction, Cement, Mid Cap +91 22 6634 1237 teena.virmani@kotak.com
Awadhesh Garg Pharmaceuticals +91 22 6634 1406 awadhesh.garg@kotak.com
Apurva Doshi Logistics, Textiles, Mid Cap +91 22 6634 1366 doshi.apurva@kotak.com
Saurabh Gurnurkar IT, Media, Telecom +91 22 6634 1273 saurabh.gurnurkar@kotak.com
Vinay Goenka Auto, Auto Ancillary, Sugar +91 22 6634 1291 vinay.goenka@kotak.com
Saday Sinha Economy, Banking +91 22 6634 1440 saday.sinha@kotak.com
Lokendra Kumar Oil & Gas +91 22 6634 1540 lokendra.kumar@kotak.com
Shrikant Chouhan Technical analyst +91 22 6634 1439 shrikant.chouhan@kotak.com
Kaustav Ray Editor +91 22 6634 1223 kaustav.ray@kotak.com
K. Kathirvelu Production +91 22 6634 1557 k.kathirvelu@kotak.com

COMPANY/MARKET
Date Event

26-30 Mar Initial Public Offer of Advanta India opens

26-Mar Aventis Pharma to announce audited earnings and dividend; Ammana Bio Pharma
holds press conference to announce IPO

27-Mar Cairn India holds analyst meet

28-Mar Polaris Software to announce second interim dividend

28-5 Apr Initial Public Offer of Ammana Bio Pharma opens

29-Mar Ranbaxy Laboratories to announce earnings and dividend; Abbot India to announce
earnings

Source: Bloomberg

Forthcoming
events

Nifty Gainers & Losers
Price (Rs) % change Index points Volume (mn)

Gainers

Larsen & Toubro  1,626  3.3  2.9 1.1

BHEL  2,272  1.8  2.0 0.9

Bharti Airtel  784  0.5  1.4  1.2

Losers

ONGC  843  (1.1)  (3.9) 1.1

ITC  144  (3.5)  (3.9) 10.9

Infosys Tech  2,093  (1.3)  (3.0) 1.4

Source: Bloomberg

Gainers & Losers


