
 

July 16, 2009 

Rating Accumulate 

Price Rs1,378 

Target Price Rs1,546 

Implied Upside 12.2% 

Sensex 14,250 

(Prices as on July 16, 2009) 

Trading Data 

Market Cap. (Rs bn) 805.7 

Shares o/s (m) 584.7 

Free Float 100% 

3M Avg. Daily Vol (‘000) 832.4 

3M Avg. Daily Value (Rs m) 1,047.4 

 

Major Shareholders 

Promoters NA 

Foreign 15.7% 

Domestic Inst. 38.2% 

Public & Others 46.1% 

 

Stock Performance 

(%) 1M 6M 12M 

Absolute (9.7) 92.0 21.4 

Relative (5.0) 39.2 8.1 

 

Price Performance (RIC: LART.BO, BB: LT IN) 
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Source: Bloomberg

Larsen & Toubro 
Sales below expectations 

 Revenues below estimates: In Q1FY10, Larsen and Toubro (L&T) 
reported a 6.7% YoY growth in the net sales from its core business at 
Rs73.6bn. This was against our estimates of Rs82.3bn. EBITDA margins, 
without other operating income (OOI), stood at 10.7% (an improvement 
by 120bps YoY). This was, however, well above our estimates of 9.3% on 
account of 89% revenue coming from E&C business which enjoy higher 
margins. Helped by a growth in other income and gain on UltraTech 
stake sale, PAT for Q1FY10 stood at Rs16bn. However, the adjusted PAT 
stood at Rs5.8bn against our estimates of Rs5.7bn (an increase by 15.1% 
YoY).  

 Sectoral performance: For Q1FY10, the E&E division registered flattish 
YoY growth with 14.1% EBIDTA margins. E&C business had margins of 
11.9% (140bps improvement YoY), while the MIP business registered a de-
growth in sales by 31% YoY and EBIDTA margin of 23.7% (90bps de-growth 
YoY).  

 Order inflow: L&T in Q1FY10 has bagged orders worth Rs95.7bn; a 22% 
YoY decline. The current order book stands at Rs716bn, having an 
average execution cycle of 22-25 months.  

 Valuations: The business of L&T continues to be affected by the 
economic downturn, particularly in the private sector capex, which has 
been factored in the CMP. The company is guiding for a robust but back-
ended order inflow which will cushion the FY10E and FY11E earnings. On 
SOTP, we value L&T’s core business at Rs1,394 (22x FY11E EPS), L&T 
Infotech at Rs39, L&T Finance at Rs19, L&T IDPL at Rs51, L&T 
manufacturing at Rs30, and other businesses at Rs12. We maintain our 
‘Accumulate’ rating on the stock, with a target price of Rs1,546.   

 
Key financials (Y/e March) FY08 FY09 FY10E FY11E 

Revenues (Rs m) 248,547   336,466   411,655   513,420 
     Growth (%) 41.4   35.4   22.3   24.7 
EBITDA (Rs m) 28,146   35,770   44,843   58,405 
PAT (Rs m) 21,734   34,817   32,108   37,476 
EPS (Rs) 37.2   59.5   54.9   64.1 
     Growth (%) 55.2 24.7 18.5 16.7 
Net DPS (Rs) 16.9   10.0   13.4   17.0 

Source: Company Data; PL Research                                          *FY10E EPS is adjusted for Extraordinary Items 

Profitability & valuation FY08 FY09 FY10E FY11E 

EBITDA margin (%) 11.3   10.6   10.9   11.4 
RoE (%) 28.4 24.6 23.8 23.6 
RoCE (%) 26.5 22.0 21.1 22.4 
EV / sales (x) 1.7 2.6 2.2 1.8 
EV / EBITDA (x) 15.2 24.2 19.8 15.7 
PE (x) 18.5 23.1 25.1 21.5 
P / BV (x) 4.2 6.5 5.5 4.7 
Net dividend yield (%) 1.2 1.5 2.0 2.5 

Source: Company Data; PL Research 
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+91-22-6632 2244 

Q
1F

Y1
0 

Re
su

lt
 U

pd
at

e 



 Larsen & Toubro 
 

July 16, 2009 2 

Q1FY10 Result Overview (Rs m) 

Y/e March Q1FY10 Q1FY09 YoY gr. 
(%) 

Q4FY09 FY10E FY09 YoY gr. 
(%) 

Net Sales  73,627   69,014   6.7   104,690   411,655   336,466   22.3  

Expenditure        

Consumption of RM  19,935   18,197   9.5   21,027   95,962   74,520   28.8  

 % of Net Sales  27.1   26.4     23.3   22.1   

Purchase of traded goods  2,750   4,104   (33.0)  3,843   24,712   16,789   47.2  

 % of Net Sales  3.7   5.9     6.0   5.0   

Sales and Admin  3,431   3,205   7.0   7,891   15,341   18,395   (16.6) 

 % of Net Sales  4.7   4.6     3.7   5.5   

Construction, Mfg. & Others  13,724   15,395   (10.9)  23,780   94,300   77,725   21.3  

 % of Net Sales  18.6   22.3    22.7   22.9   23.1   

Sub Contracting  19,283   14,573   32.3   23,621   86,063   72,236   19.1  

 % of Net Sales  26.2   21.1    22.6   20.9   21.5   

Other Expenses  4,754   4,971   (4.4)  5,568   26,384   22,103   19.4  

 % of Net Sales  6.5   7.2    5.3   6.4   6.6   

Personnel Cost  5,115   4,097   24.8   3,765   26,048   19,960   30.5  

 % of Net Sales  6.9   5.9    3.6   6.3   5.9   

Increase decrease in stock in trade  (2,774)  (2,101)   686   (2,000)  (1,051)  

Total Expenditure  65,764   62,440   5.3   90,181   366,811   300,695   22.0  

EBIDTA  7,863   6,574   19.6   14,509   44,844   35,770   25.4  

 Margin (%)  10.7   9.5    13.9   10.9   10.6   

Depreciation  937   659   42.3   889   4,100   3,060   34.0  

EBIT  6,926   5,915   17.1   13,619   40,744   32,711   24.6  

Interest  1,096   382   186.6   1,455   4,200   3,502   19.9  

Other Income  2,683   2,018   33.0   3,668   10,795   10,196   5.9  

PBT  8,514   7,551   12.7   15,833   47,218   39,404   19.8  

Tax  2,730   2,526   8.1   4,409   15,110   12,312   22.7  

 Tax Rate (%)  32.1   33.5    27.8   32.0   31.2   

Recurring Pat  5,783   5,025   15.1   11,424   32,108   27,092   18.5  

Extraordinary Items- prov on Satyam  -    -     (1,439)  -   -   

Extraordinary Items- profit on sale  10,199   -     10,199  7,725  

PAT  15,982   5,025   218.1   9,985  42,307  34,817   21.5 
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Highlights 

Business Snapshot (Rs bn) 

Y/e March Q1FY10 Q4FY09 Q3FY09 Q2FY09 Q1FY09 

Sales      

Engineering & Construction  65.7   94.4   73.4   59.9  55.8  

Electrical & Electronics  5.8   7.9   5.9   7.0   5.8  

MIP  4.4   6.2   5.1   6.6   6.4  

Others  0.8   1.3   1.7   3.3   3.8  

EBIT      

Engineering & Construction  7.0   14.6   8.4   6.8   5.9  

Electrical & Electronics  0.7   1.0   0.7   0.9   0.8  

MIP  1.0   1.2   0.7   1.4   1.5  

Others  0.0   (0.1)  0.2   0.1   0.3  

EBIT Margin (%)      

Engineering & Construction  10.6   15.5   11.4   11.5   10.5  

Electrical & Electronics  11.8   12.4   12.3   12.8   13.7  

MIP  21.6   19.3   13.5   21.2   24.6  

Others  5.5   NA   21.7   3.0   8.3  

Source: Company Data, PL Research 

Sales break-up (Rs bn) 

Segments Q1FY10 Q1FY09 YoY gr. (%) Q4FY09 QoQ gr. (%) 

Engineering & Construction 65.7 55.8 17.9  94.4  (30.4) 

Electrical & Electronics 5.8 5.8 (0.2)  7.9  (27.1) 

MIP 4.4 6.4 (30.8) 6.2  (29.1) 

Others 0.8 3.8  (79.5) 1.3  (41.9) 

Revenue break-up  

Engineering & 
Construction

86%

Electrical & 
Electronics

7%

MIP
6%

Others
1%

 
Source: Company Data, PL Research 
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Order book break-up 

Infrastructure
39%

Power
24%

Hydro carbon
12%

Process
16%

Others
9%

 
Source: Company Data, PL Research 

Revenue break-up geography 

Domestic
79%

Middle East
15%

Others
6%

 
Source: Company Data, PL Research 

Order book break-up – client wise 

Pubilc
51%

Private
36%

Development Assets 
(In-House)

13%

 
Source: Company Data, PL Research 
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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 is 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. 


