
S.S. Kantilal Ishwarlal Securities Pvt. Ltd. (SSKI) 
701-702 Tulsiani Chambers, 7th Floor (East Wing), Nariman Point, Mumbai 400 021. Tel: 9122-6638 3300   Fax: 9122-2204 0282 
 
“For Private Circulation only” and  “Important disclosures appear at the back of this report”  

OUTPERFORMER 

Mkt Cap: Rs29.9bn; US $712m 
Bloomberg code: AIAE IN 

AIA Engineering 
RESULT NOTE 

 
 

Analyst:  Varatharajan S (91-22-6638 3240; varatharajan@sski.co.in) 
 Avishek Datta (91-22-6638 3217; avishek@sski.co.in)  

Result:  Q4FY07 and FY07 

Comment: Results in line with expectation 

Last report: 23 May 2007 (Price Rs1429; Recommendation: Outperformer) 

Key valuation metrics# 

Year to Mar (Rs m) Net sales yoy chg (%) Net profit EPS (Rs) yoy chg (%) EV/E (x) PER (x) 
2006 4070 38.6 524 29.4 45.4 34.0 54.0 

2007 5230 28.5 944 50.1 80.2 23.2 31.7 

2008E 8414 60.9 1482 78.7 57.0 15.1 20.3 

2009E 11156 32.6 1926 102.4 30.0 11.7 15.6 
# All numbers are consolidated * all numbers are fully diluted 

AIA Engineering (AIAEL) has reported strong Q4FY07 results, which were broadly in line with our expectations 
with operating profit growth of 20% yoy to Rs 313m and net profit growth of 84% yoy to Rs 249m. For FY07, 
consolidated operating profit margins improved 350bps yoy to 25.5% while profits went up 80%yoy to Rs 944m. 
AIAEL is a play on the ongoing capex spree across core sectors especially in the cement sector where over 99MT 
capacity is expected to come on stream over next 3 years coupled with major investments in power and mining 
space. Volume addition of 4x in stages coupled with better realization will drive consolidated earnings growth of 
43% over FY07-09.  Reiterate Outperformer. 

KEY HIGHLIGHTS 
AIAEL’s Q4FY07 consolidated EBIDTA of Rs 313m is in line with our expectation of Rs 304m while the net profit 
stood at Rs 231m as against our expectation of Rs 250m. Operating profits would have been much better had it not 
been for Rs 30m paid as advance in relation to commission for new orders. 

The salient points of the results are as follows: 

• Strong demand has helped AIAEL achieve net sales growth of 11.6%yoy to Rs1.53bn in Q4FY07. That included 
Rs200m of trading sales pertaining to Vega Middle East. For FY07, consolidated sales grew 28.5% yoy to Rs 
5.23bn. With the new capacity coming on stream in stages going forward revenue growth would accelerate.  

• Production during the quarter stood at 18,046MT, up 6%yoy. For FY07, consolidated production stood at 
69,398MT vis-à-vis 59,329MT in FY06. For FY07, exports contributed ~51% of the total revenues. Cement sector 
remains the core earnings driver with contribution of 78% to total sales – the rest came from mining (5%) and 
utilities (17%). 

• Order backlog stands at Rs4.05bn vis-à-vis Rs 3.17bn in Q3FY07. Of that, domestic markets constitute ~65% while 
the rest was constituted by exports. 

• Better product mix, coupled with operating efficiencies and scale benefits, helped boost EBIDTA margin by 350bp 
yoy to 25.5% for FY07. However, for Q4FY07, operating margins dipped 510bps qoq (but up 140bps yoy) to 
20.5% as company paid Rs 30m as advances for strategic customer acquisitions. 
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• Out of Initial Public Offer proceeds of Rs.1.48bn, so far the Company has utilized Rs.1.24bn. Pending Utilization 
of balance funds as at 31.3.2007; the same have been invested in various investments. As a result, other income went 
up 72% yoy to Rs48m while interest charges came off 50%yoy to Rs 4m. 

• Robust volume growth, coupled with margin expansion, helped AIAEL record net profit growth of 39%yoy to 
Rs231m for Q4FY07.  For FY07, consolidated profits were up 80% yoy to Rs 944m. The company has started 
commercial production run on its first phase of expanded capacity and expects full ramp up by Q2FY08. 

��Maintain earnings estimates  
AIAEL is a play on the ongoing capex spree across core sectors especially cement where nearly 99MT capacity is 
expected to come on stream over next 3 years coupled with major investments in power and mining space. Volume 
addition of 4x in stages coupled with better realization will drive consolidated earnings growth of 43% over FY07-09.  
Reiterate Outperformer. 

AIAEL – quarterly results 

Year to 31st March (Rs m) Dec-06 Mar-06 Jun-06 Sep-06 Dec-06 Mar-07 
Net sales  945   1,368   1,158   1,311   1,235   1,527  

Total expenditure  727   1,107   874   980   919   1,214  

Operating profit  218   261   284   331   316   313  

Other income  23   28   45   19   52   48  

Interest  17   8   8   7   5   4  

Depreciation  18   22   18   18   22   25  

PBT  206   259   303   326   341   333  

Tax rate (%) 31.1 33.3 26.4 24.9 26.1 28.9 

Tax  64   86   80   81   89   96  

Net profit  142   173   223   244   252   237  

Less minotiry interest  6   6   2   3   3   6  

PAT after minority interest  136   167   221   242   249   231  

Operating parameters       

OPM (%) 23.1 19.1 24.5 25.2 25.6 20.5 

NPM (%) 14.4 12.2 19.1 18.4 20.2 15.1 

Valuation       

Outstanding shares (m) 17.8 17.8 17.8 17.8 18.8 18.79 

EPS (Rs) 7.6 9.4 12.4 13.6 13.3 12.3 

Cash EPS (Rs) 8.7 10.6 13.4 14.6 14.4 13.6 

Production volumes  15,000   17,006   16,700   17,122   17,522   18,046  

Sales volumes (MT)    16,000   16,150    17,200 
All numbers are consolidated 
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This document has been prepared by S S Kantilal Ishwarlal Securities Private Limited (SSKI). SSKI and its subsidiaries and associated companies are full-service, integrated 
investment banking, investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. 

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on 
reasonable basis, SSKI, its subsidiaries and associated companies, their directors and employees (“SSKI and affiliates”) are under no obligation to update or keep the 
information current. Also, there may be regulatory, compliance, or other reasons that may prevent SSKI and affiliates from doing so. 

 We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is 
not intended to be and must not alone betaken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. 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). The investment discussed or views expressed may not be suitable for all investors.  

Affiliates of SSKI 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 SSKI 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. 

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. 

SSKI & affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell or may be materially 
interested in any of the securities mentioned or related securities. SSKI and affiliates may from time to time solicit from, or perform investment banking, or other services for, 
any company mentioned herein. Without limiting any of the foregoing, in no event shall SSKI, any of its affiliates or any third party involved in, or related to, computing or 
compiling the information have any liability for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect 
those of SSKI and affiliates. 

This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain confidential and/or 
privileged material and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. 

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SSKI will not treat recipients as customers by virtue of 
their receiving this report. 

Explanation of Ratings: 
1.  Outperformer:       More than 10% to Index  
2.  Neutral:                Within 0-10% to Index 
3.  Underperformer:    Less than 10% to Index 
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