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Price Target Price  
Rs.263 Rs.195 
 

Sensex – 15,173 
 

 

Price Performance 

(%) 1M 3M 6M 12M 

Absolute  (9) 31 33 (7) 
Rel. to Sensex  (11) (5)      (19) (15) 

Source: Bloomberg 

 

Stock Details 

Sector Engines 
Reuters CUMM.BO 
Bloomberg KKC@IN 
Equity Capital (Rs mn) 396 
Face Value (Rs ) 2 
No of shares o/s (mn) 198 
52 Week H/L (Rs ) 327/148 
Market Cap (Rs bn /USD mn) 52/1,082 
Daily Avg Vol (No of shares) 203738 
Daily Avg Turnover (US$ mn) 1.6 
 

 

Shareholding Pattern (%) 
  31/06/09 31/03/09 30/12/08 3
Promoters 51 51 51 
FII/NRI 10.2 10.9 14.8 
Institutions 23.3 22.1 17.3 
Private Corp 5.7 6.2 6.9 
Public 9.8 9.8 10.0 

Source: Capitaline 

   

 
 
 
 

 

 

 

Cummins India Ltd. 
Export fall sharply, domestic reviving 
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Cummins India reported its Q1FY10 results which included amalgamation of its two 
subsidiaries, Cummins Auto Services Limited and Cummins Sales and Services 
Limited. The results are therefore not comparable. Revenue for the quarter was at 
Rs.6.2bn, decline of 11.5%. Net profit increased by 2% to Rs.899mn. However, 
excluding the impact of the amalgamation, revenue for the quarter was at Rs.5bn, 
decline of 28.3% and PBT declined by 22.5% to Rs.937mn. Exports revenue declined 
by 66% to Rs.937mn. This is a steeper fall than the management guidance of 50% 
decline in the last conference call. However, domestic revenue was marginally lower 
to Rs.4.1bn during the quarter. We believe worst may not be over for Cummins 
atleast in the export front.  

Domestic segment is seeing signs of revival particularly power generation, industrial 
and on-highway segment. Infact power generation witnessed 30% increase on q-o-q 
basis. However, exports will still remain under pressure due to global slowdown. We 
expect the company to report net profit of Rs.3.2bn in FY10 and Rs.3.8bn in FY11. 
We expect the company to report consolidated EPS of Rs.16.2 in FY10 and Rs.19.4 in 
FY11. We maintain our SELL rating on the stock with revised target price of Rs.195, 
based on 10x FY11 earnings.  

Comparable results reports sharp decline in revenue and profits 
Though the headline results of Cummins India Limited reported revenue decline of 11.5%, 
the numbers are not comparable due to amalgamation of its two subsidiaries Cummins 
Sale and Services Limited and Cummins Auto Services Limited. On like to like comparison 
revenue was at Rs.5bn, decline of 28.5% (q-o-q decline of 20%). PBT declined by 22.5% to 
Rs.937mn.  

Domestic market reviving 
The management in the conference call indicated that the domestic markets are seeing 
signs of improvement. Power generation, mining, on-highway and industrial segments are 
seeing sings of revival. Power generation (which accounts for 40% of the product portfolio) 
increased by 30% q-o-q.  On sequential quarter basis the domestic revenue grew by 34%.  

Exports fall sharper than expected 
We believe Cummins was looked at as more defensive play in the engines segment due to 
its high exports as the Indian arm is more competitive. However due to global slowdown 
exports during the quarter declined by 66% to Rs.937mn. This is steeper than the 
management guidance of exports declining by ~50%. We note that Cummins Inc. (the 
parent company of CIL) has guided for 30% revenue decline in FY10.  

Maintain Sell rating with target price of Rs.195 
We expect the company to report net profit of Rs.3.2bn in FY10 and Rs.3.8bn in FY11. We 
expect an EPS of Rs.16.8 and Rs.19.2 for FY10 and FY11 respectively. The stock trades 
at 15.1x FY10 earnings, which we believe is rich as profitability is expected to decline in 
FY10. We maintain our Reduce rating on the stock with target price of Rs.195.  

Amit Adesara 
amit.adesara@emkayshare.com 
+91 22 6612 1241 
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Financials                   

Rs Mn Q1FY09 Q1FY10 % Change 

Net Sales 7070.3 6259.0 -11.5 

Total expenditure 6132.8 5219.2  

EBITDA 937.5 1039.8 10.9 

OPM% 0.3 -0.1  

Non-Operating Income 376.7 304.2  

Interest  5.5 6.0  

PBDT 1308.7 1338.0  

Depreciation 99.1 88.7  

PBT   1209.6 1249.3  

Prov. for Tax- Cur 320.5 349.6  

PAT 882.5 899.7 1.9 

EPS 4.4 4.5  

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The 
manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document may 
come are required to inform themselves of, and to observe, such 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. No person 
associated with Emkay Global Financial Services Ltd. is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this document. 
The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Global Financial Services 
Ltd., nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take their own 
professional advice. 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. We and our affiliates, officers, directors, and employees world wide, including persons involved in the preparation or issuance of this 
material 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 may perform or seek to perform 
investment banking services for such  company(ies)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 same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or redistributed without 
Emkay Global Financial Services Ltd.'s prior written consent. No part of this document may be distributed in Canada or used by private customers in the United Kingdom. In so far as this report 
includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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