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Stock data 

No. of shares : 222mn 
Market cap  : Rs.75.8bn 
52 week high/low : Rs.396/ Rs.221 
Avg. daily vol. (6mth) : 632,700 shares 
Bloomberg code : BHFC IN 
Reuters code : BFRG.BO 
 
Shareholding (%) Mar-07 QoQ chg 

Promoters : 39.4 3.3  
FIIs : 18.7 (4.1) 
MFs / UTI : 3.5 1.0  
Banks / FIs : 9.7 0.0  
Others : 28.9 (0.2) 
 

 

 NON-AUTO BUSINESS TO DRIVE GROWTH 
Bharat Forge Limited (BFL) has declared revenues of Rs 5.16bn 
(17.7% YoY), EBIDTA of Rs 1.2bn (18% YoY) and PAT of Rs 643mn 
(21.3% YoY) during Q4FY07. Consolidated revenues and profits stood 
at Rs 10.9bn (up 16% YoY) and Rs 800mn (up 16% YoY) 
respectively. (For variance analysis, please refer to pg2).  

Key highlights: 
Asset utilization to ramp-up 
BFL has indicated that their current capacity utilization stands at 76% 
for forging and at 87% for machining facilities respectively. BFL 
expects capacities to be almost fully utilized during the course of year. 
We expect the operating margin for domestic operations to remain 
stable.  

Non-Automotive business: BFL has planned an investment of Rs 
4.9bn over the next 18-24 months and is setting up new facilities at 
Barmati and Pune to increase capacity for the non-auto business. 
Capital output ratio is likely at 2x as it will leverage on existing 
infrastructure. BFL expects to focus on aerospace, marine, locomotive 
and mining and energy sectors to drive growth.  

From the current level of 17%, BFL expects the non-auto business to 
contribute ~40% of revenues over the next 3-4 years. The margin for 
this segment is expected to be better than for domestic auto-
operations (25-26% of EBIDTA margin).  

Integration of key overseas subsidiaries 
Capacity utilization for their China operations stands at 38% for FY07. 
BFL has indicated that they expect China operations to achieve break-
even during the course of FY08 backed by increased capacity 
utilization.  

Valuations 
At CMP of Rs 340, the stock trades at 21x FY08E and 18.3x FY09E 
consolidated FDEPS of Rs 15.1 and Rs 18.4 respectively. We are 
downgrading the stock to sector Neutral as the current valuations 
factor in most of the near-term positives. Our target price of Rs 331 is 
based on 18x FY09E earnings of Rs 18.4.  

Financial summary (Consolidated) 
 
Y/E Mar 

Sales 
(Rs mn) 

EBITDA
(Rs mn)

Rep PAT 
(Rs mn) 

Adj. PAT 
(Rs mn)

Consensus 
EPS* (Rs.)

FDEPS 
(Rs.)

YoY 
(%)

RoE  
(%) 

RoCE  
(%) 

P/E  
(x) 

EV/EBIDTA 
(x)

2006  29,520   5,261   2,505   2,539  -  10.8   4   29.2   26.5  41.1 19.4 
2007  41,030   6,563   2,934   3,055  -  12.7   17   22.6   22.4  24.8 11.4 
2008E  47,280   7,567   3,629   3,629  15.8  15.1   19   23.1   23.4  22.6 10.4 

2009E  54,421   8,934   4,437   4,437  20.4  18.4   22   24.2   25.0  18.5 8.7 

Source: *Consensus broker estimates, Company, ENAM estimates; Note: Adj. PAT is adjusted for non- recurring items 
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Results update (Standalone)  
 Quarter ended 12 months ended 

(Rs mn) Mar-07 Mar-06 % Chg Dec-06 % Chg  Mar-08E Mar-07 % Chg 

Net Sales 5,161  4,384 17.7 4,771 8.2 21,133  17,891 18.1 

EBIDTA 1,243  1,053 18.1 1,239 0.3 5,374  4,676 14.9 

Other income 222  144 54.0 162 37.2 700  809 (13.4) 

PBIDT 1,465  1,197 22.4 1,401 4.6 6,074  5,484 10.8 

Depreciation 267  214 24.5 253 5.7 1,150  998 15.2 

Interest 234  155 50.9 215 8.4 800  821 (2.6) 

PBT 965  828 16.5 933 3.4 4,124  3,665 12.5 

Tax  322  298 8.1 303 6.2 1,361  1,189 14.5 

PAT 643  530 21.3 630 2.1 2,763  2,477 11.6 

No. of shares (mn) 241  235  - 241  - 241  241  - 

EBIDTA margins (%) 24.1  24.0 - 26.0 - 25.4  26.1 - 

PBIDT margins (%) 28.4  27.3 - 29.4 - 28.7  30.7 - 

EPS - annualized (Rs.) 10.7  9.0 18.2 10.5 2.1 11.5  10.3 11.6 

Source: Company, ENAM Research  

Results update (Consolidated)  
 Quarter ended 12 months ended 

(Rs mn) Mar-07 Mar-06 % Chg Dec-06 % Chg  Mar-08E Mar-07 % Chg

Net sales  10,870   9,375 16.0  10,174 6.8  47,280   41,030 15.2 

EBIDTA  1,726   1,520 13.6  1,670 3.3  7,567   6,563 15.3 

PAT  800   688 16.3  770 4.0  3,629   2,934 23.7 

No. of shares (mn)  241   235 -   241  -  241   241  - 

EPS - annualized (Rs.)  13.3   11.7 13.4  12.8 4.0  15.1   12.2 23.7 

Source: Company, ENAM Research  

BFL Q4FY07: Reported nos. vs. expectations 
(Rs mn) Reported Forecast Variance (%)  Comment 

Net sales 5,161 5,057 2   In-line 

EBITDA 
margin 

24.1% 25.7% (160bps)  

EBIDTA 1,243 1,300 (4.3)  

EBIDTA margin lower on account of 
higher raw material costs (46.5% of 
sales v/s est of 46%) and greater 
incidence of other expenses (6.9% 
of sales v/s our est. of 5.5%). 

PAT  643 656 1.9  In-line 

PAT margin 12.5% 13.0% 50bps  Higher then expected other income 
and depreciation.  

Source: Company, ENAM Research 

Other Highlights: 

US operations 
While the truck market in the US is experiencing some slowdown in volume off-
take, BFL expects demand to pick up in H2FY08. BFLs’ de-risking strategy of 
moving away from CV chassis components has worked out efficiently, with CV 
chassis contributing only 53% in Q4FY07 vs. 72% in FY06. We believe that this 
is a step in the right direction, and will reduce the cyclicality of the US 
operations.  
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US sales break-up 
 Quarter ended Composition (%) 

(Rs mn) Mar-07 Mar-06 % Chg Mar-07 Mar-06 % Chg 

CV chassis 2,600 2,295 13.3 53.0 72.1 (26.6) 

CV engine comp 969 459 111.1 19.7 14.4 36.9 

PC Engine 656 99 562.6 13.4 3.1 329.6 

Non-Auto  682  328 107.9 13.9 10.3 34.8 

Total  4,907  3,181 54.3 100 100 - 

Source: Company, ENAM Research  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This document is provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. Nothing in this document 
should be construed as investment or financial advice, and nothing in this document should be construed as an advice to buy or sell or solicitation to buy or sell the 
securities of companies referred to in this document. The intent of this document is not in recommendary nature 

Each recipient of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of 
companies referred to in this document (including the merits and risks involved), and should consult its own advisors to determine the merits and risks of such an 
investment. The investment discussed or views expressed may not be suitable for all investors 

Enam Securities Private Limited has not independently verified all the information given in this document. Accordingly, no representation or warranty, express or implied, 
is made as to the accuracy, completeness or fairness of the information and opinions contained in this document 

The Disclosures of Interest Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views 
expressed in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and alternations to this 
statement as may be required from time to time without any prior approval 

Enam securities Private Limited, its affiliates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal as 
principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment 
banking or other business from, any company referred to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient 
should take this into account before interpreting the document 

This report has been prepared on the basis of information, which is already available in publicly accessible media or developed through analysis of ENAM Securities 
Private Limited. The views expressed are those of analyst and the Company may or may not subscribe to all the views expressed therein 

This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on, directly or indirectly, to any other person or 
published, copied, in whole or in part, for any purpose. Neither this document nor any copy of it may be taken or transmitted into the United State (to U.S.Persons), 
Canada, or Japan or distributed, directly or indirectly, in the United States or Canada or distributed or redistributed in Japan or to any resident thereof. The distribution of 
this document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any 
such restrictions 

Neither the Firm, not its directors, employees, agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential 
including lost revenue or lost profits that may arise from or in connection with the use of the information. 

Copyright in this document vests exclusively with ENAM Securities Private Limited. 


