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Chairperson & MD: Prem Kumar Khurana
Business Group: NA

Shareholding Pattern (31/03/2007)
Major Holder %
Promoters   61.81
Institutional Investors   18.77
Other Investors          12.76
General Public             6.66 

 
Stock Data
Market Cap (Rs cr)      2258.17
Shares Outstanding  (cr)              1.95
52-week High  (Rs)                              1202
52-week Low  (Rs)                                 269
Average   Volume                           102350
Absolute Return 3m (%)          33.52
Absolute Return 12m (%)                 17084
Sensex Return 3 mth (%)                    1.87
Sensex Return 12 mth (%)             33.55

Performance Chart

Everest  Kanto  Cylinder  (EKC)  is  India's  largest  manufacturer  of  high-
pressure seamless steel gas cylinders. We initiated coverage on the stock 
with a PERFORMER rating. Our price target of Rs 870 has been achieved. 

EKC posted robust results for the year ending March 2007, on back of its 
huge  capacity  expansion  leading  to  high  volumes.  The  company  is 
planning to increase its overall capacity to 1.5 million cylinders per annum 
in  the  next  3-4  years.  EKC  bagged  export  orders  worth  Rs  220  crore 
recently  for  the  supply  of  specialized  cylinders. It  is  also  planning  to 
invest USD 60 million in the first phase of its China operation. 

Key Highlights

 EKC reported a growth of 80.41% in net sales for FY07 to Rs 425.05 
crore from Rs 235.5 crore, led by volume growth after the commission­
ing of the Gandhidham facility, which has a capacity to produce 3.4 lakh 
cylinders per annum. The company sold 510,000 cylinders across all 
categories during the year.

 Operating margin during FY07 was up by 190 bps at 26.9% primarily 
due to better realization. A higher capacity utilization resulted in lower 
cost per unit and increase in profitability.  The company was also able 
to pass on the hike in raw material prices to its customers, which helped 
in maintaining margins.

 The company charged higher depreciation of Rs.17.78 crore in FY07 
due to the addition of the Gandhidham facility. 

 Net profit  margin for FY07 increased by 319 basis points to 16.88%. 
This was mainly due to its subsidiary in Dubai with a capacity of 196,000 
cylinders on which there was no tax liability.

   Exhibit 1: Key Financials    (Rs crore)
FY07 FY06 % change

Net Sales 425.05 235.59 80.41
Other Income 3.97 2.22 78.82
Total Income 429.02 237.72 80.47
Total Expenditure 310.58 176.73 75.73
Operating profit 118.44 61.08 93.90
Interest 5.32 3.77 41.10.
Depreciation 17.78 9.76 82.17
Tax 23.59 15.20 55.19
Net Profit 71.75 33.49 114.24
OPM (%) 26.93 25.89
NPM (%) 16.88 13.69
O/S Shares (crore) 1.95 1.76
EPS (Rs) 39.0 18.50 110.81

   Source: ICICIdirect Research
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 Everest Kanto Cylinders
BOOK PROFITS

 



Events Update

Valuations 

Exhibit 2: Capacity Expansion & Revenue Growth

            Source: ICICIdirect Research

 

The company is getting export orders on regular basis for the supply of specialized cylinders. Demand for 
CNG cylinders in both the domestic as well as global market is the main driving force for the company. 
However at the current price of Rs 1063, the stock is richly valued at 20.79x its FY09E earnings per share of 
Rs 51.12. We believe that investors should book profits. 

Exhibit 3: Valuations
FY09E FY08E FY07

EPS (Rs) 51.12 40.96 39.00
Book value per Share 231.6 183.97 146.52
Enterprise Value (Rs cr) 2346.45 2298.28 2280.23
EV/Sales (x) 2.84 4.06 6.08
EV/EBITDA (x) 12.79 16.14 24.60
Market Cap/Sales (x) 2.71 3.95 5.96
Price/Book Value (x) 4.94 6.22 7.81
Operating margin (%) 24.14 25.17 26.61
Net profit margin (%) 13.13 15.37 16.88
RoNW (%) 22.07 22.26 17.51
RoCE (%) 28.60 29.74 26.82

            Source: ICICIdirect Research
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• EKC has bagged exports orders worth Rs 220 crore for the supply of specialized cylinders. 

• The Company has formed a separate wholly owned subsidiary ‘EKC Industries (Tianjin) Co. Ltd.’ for 
its operations in China. It is investing US$ 60 million in the first phase for which it has already started 
the construction work. The plant will have a capacity of 2 lakh cylinders per annum and is expected 
to commence commercial production by December 2007. 

• EKC has taken a decision to source its raw material requirements from China, which should help it 
reduce the overall costs.

• The board of EKC has approved a split in its shares in the ratio of 1:5; whereby the face value of its 
shares will decrease from Rs 10 to Rs 2 each. Currently the company has 1.95 crore shares out­
standing. 

• The company has hived-off its Dubai division into a fully owned subsidiary company to avail the tax 
benefit prevailing in that country.
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RATING RATIONALE 
ICICIDirect endeavours to provide objective opinions and recommendations. ICICIdirect assigns ratings to its 
stocks  according  to  their  notional  target  price  vs  current  market  price  and  then  categorises  them  as 
Outperformer, Performer, Hold, and Underperformer. The performance horizon is 2 years unless specified and 
the notional target price is defined as the analysts' valuation for a stock.

Outperformer: 20% or more; 
Performer: Between 10% and 20%; 
Hold: +10% return; 
Underperformer: -10% or more.
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Disclaimer
The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered 
in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 
without prior written consent of ICICI Securities Ltd (I-Sec). The author of the report does not hold any investment in any of the 
companies mentioned in this report. I-Sec may be holding a small number of shares/position in the above-referred companies as on 
date of release of this report. This report is based on information obtained from public sources and sources believed to be reliable, but 
no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is 
solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or  
subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice 
or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed 
and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on 
their own investment objectives, financial positions and needs of specific recipient. This report may not be taken in substitution for the 
exercise of independent judgement by any recipient. The recipient should independently evaluate the investment risks. I-Sec and 
affiliates accept  no liabilities for  any loss  or  damage of  any kind arising out  of  the  use of  this  report.  Past  performance is  not 
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. I-Sec 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 I-Sec 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. 

ICICI Bank Limited is proposing, subject to market conditions and other considerations, a public issue of its equity shares and has filed 
a Draft Red Herring Prospectus with SEBI. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in 
and  the  respective  websites  of  the  BRLMs  at  www.gs.com/country_pages/india,  www.dspml.com,  www.enam.com  and 
www.jmmorganstanley.com. 

Investors should note that investment in equity shares involves a high degree of risk and for details relating to the same, see the 
section titled "Risk Factors" of the aforementioned offer documents.

Harendra Kumar Head - Research and Content harendra.kumar@icicidirect.com

ICICIdirect Research Desk,
ICICI Securities Limited,
2nd Floor, Stanrose House,
Appasaheb Marathe Marg, 
Prabhadevi, Mumbai – 400 025
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