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We met the management of Bajaj Electricals (BEL) to know more about the company's business
outlook and its future plans. In fact, BEL expects to achieve its Sales target of Rs5,000cr by
FY2013 riding high on its Engineering & Projects (E&P) Business Unit (BU). Key takeaways of
the management meet:

Engineering & Projects Business Unit (E&P)

Highmast, Transmission Line Towers and Special Projects comprise the various Divisions of
this Business Unit (BU). BEL has been focusing on its high-Margin E&P BU to garner strong
Sales Volume. In FY2009, the BU recorded a robust 42% growth in Sales to more than Rs500cr.

Management View: Current Order Book of the BU stands at a healthy Rs837cr or 1.5x FY2009
Sales. For FY2010, management estimates the BU to register Revenues of Rs700cr.
Management targets increasing contribution of this BU to its overall Top-line to around 40% to
Rs2,000cr by FY2013 from current levels of 30%.

Management expects the Transmission Line Towers Division to contribute 50% of the E&P
Revenues translating into Revenues of Rs1,000cr in FY2013. The Division has a current
Order Book of Rs420cr. In FY2010, management expects the Division to record Revenues of
about Rs300cr. Meanwhile, the company expects the Highmast Division to register 16% growth
in FY2010. The Division has been clocking Margins in the range of 15-16%.

Our Analysis: We believe that the BU is well-geared to achieve its Sales target of Rs700cr for
FY2010 given its healthy Order Book position and its excellent execution capabilities.

This capital-intensive BU generates lower RoE than the company's Consumer Durables
business. However, it may be noted here that on a standalone basis the BU has been registering
high RoE of around 20%. Further, we believe that the BU has substantial growth potential
particularly with the Eleventh Five-year Plan having earmarked Rs1,40,000cr for the
Transmission Systems development.

Source: Company, Angel Research

Key Financials
Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E

Net Sales  1,379.1  1,775.1  2,110.4  2,425.6

% chg 27.1 28.7 18.9 14.9

Net Profit  73.1  89.1  108.0  132.1

% chg 89.3 21.9 21.2 22.2

OPM (%)  10.4  10.1  9.7  9.6

EPS (Rs)  42.3  51.6  62.5  76.4

P/E (x)  15.5  12.7  10.5  8.6

P/BV (x)  6.5  4.7  3.5  2.7

RoE (%)  42.1  36.8  33.6  31.6

RoCE (%)  32.8  37.2  36.7  35.8

EV/Sales (x)  1.0  0.8  0.6  0.6

EV/EBITDA (x)  9.4  7.5  6.5  5.8
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Appliances BU
This is the second largest BU of the company in terms of Sales. In FY2008 and FY2009 the BU
clocked 40% and 29% Sales growth, respectively. In comparison, peer Usha International grew its
Top-line by 19% and 15% in FY2008 and FY2009, respectively. BEL has a technical tie up with the
global premium brand, Morphy Richards, which clocked Sales of Rs57cr in FY2009. Management
has also been focusing on value-for-money products.

Management View: Over the past few years BEL has been expanding its distributor network
aggressively on the back of its Modern Retail Format and Corporate Sales. This is expected to be
the key driver for the business going ahead.

Management believes that the BU Sales would not be hampered much by the weak monsoons, as
its products are a relatively smaller burden on the consumers' pocket relative to the other expenses,
especially the spending on white goods.

Our Analysis: We believe that weak monsoons will have limited impact on sales of appliances.
However, we expect sales to slow down marginally compared to the previous years. We estimate
the BU to clock a CAGR of around 17% over FY2009-11E.

Regards buzz of the BU getting hived off into a separate company, we believe this is highly unlikely
to happen as the BU would lose crucial access to the cash flows from other Divisions to meet its
working capital requirements and register 20% plus growth.

Source: Company, Angel Research

Exhibit 1: E&P Business Unit - Contribution to Sales and Capital Employed
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Fans BU

The Fans BU has done exceptionally well for BEL. In the last two years, the BU increased its Sales
from 17.8 lakh units to 32 lakh units. In FY2009, when the Fans' market grew by less than 5%, the
BU clocked a strong growth of 20%. Comparatively, Usha clocked 8% growth. Peer Havells is still
at nascent stages of growth and registered 15% growth in FY2009.

Management View: Management attributes robust growth in Fan sales to rapid rollout of its
Distributor network (45,000 outlets compared to 40,000 at the beginning of FY2009), higher publicity
efforts and entry into the Kids Fan category by launching its Bajaj-Disney Fans. The company is
targeting to become the number two player in the Fans Segment going ahead.

Our Analysis: We believe that Sales of this BU have been driven by the growth witnessed in the
Real Estate Sector. While the BU did exceedingly well in FY2009, going ahead, we expect growth
to moderate to around 17% and be closer to industry growth levels.

Source: Company, Angel Research

Exhibit 3: Fans Sales Trend
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Exhibit 2: Appliances BU - Past and Estimated Sales Growth Rates
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Luminaires BU

Indoor fixture, Luminaires, is the main product marketed by this BU. The BU has been getting
regular orders from both the government and private players. BEL has launched LED luminaires
as well. The BU has also developed Photolux application design software to be used by lighting
professionals.

Management View: As per management, the main driver of this business is its tie ups with the
architects. Management feels that the way ahead in lightings-related space is through turnkey
projects. The company is developing competencies required for the same. It is projecting itself as
a complete solutions provider in total energy management, lighting and controls of buildings and
facilities. As part of this strategy, the BU has entered into the new business line of integrated
intelligent Building Management Systems (iBMS). Currently, the BU is mainly into provision of
luminaires for shopping malls, offices, stores, etc.

Our Analysis: The BU registered 23% growth in FY2009. We believe that BEL is strengthening its
all-round capabilities in this space to prepare for the projected change in industry dynamics. In the
long term, BEL expects to leverage its key competency in lighting and we estimate this BU to be a
key growth driver for the company going ahead. Further, given the unit's product profile and
customers, we expect the BU's growth to be directly dependent on growth of the Real Estate
Sector. Overall, we expect the BU to post a CAGR of 13% over the next two years.

Lighting BU

Lighting BU achieved 18% Sales growth in FY2009 on the back of expanding distributor network.
At the end of FY2007, the company had 165,000 retail outlets across the country, which has
increased by more than 50% to 250,000 units at the end of FY2009. Owing to this expansion, the
company has grown much faster than Surya and Havells. Surya's Revenues from the Lighting and
Luminaries business grew at a CAGR of 6% during the last two years, while Havells' Top-line de-
grew by 2% in FY2009.

Management View: Management is focusing on compact fluorescent lamps (CFL) in this BU. In a
strategic move, BEL has taken a stake in Starlite Lighting, a CFL manufacturer. As a result, the
BU's CFL sales touched Rs100cr in FY2009. The company has been resorting to advertisements
to grow its Sales instead of undercutting and taking a hit on Margins. BEL is also focused on
strengthening its relationship with its channel partners.

Our Analysis: We believe that this unit will benefit immensely from the company's rapid network
rollout. Moreover, on account of the company's focus on CFL lighting, its Sales and Profitability will
also continue to grow. Moreover, as size of the BU grows, especially in the CFL Segment, we
expect growth to revert to 12% levels.
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We expect BEL to post a CAGR of 17% in Gross Sales over FY2009-11E driven by strong Volumes
growth in its E&P and Appliances businesses. The Consumer Durables business is also well
placed to capitalise on its strong brand name and rapid distributor network rollout. On the Operating
front, we expect BEL to maintain its EBITDA Margins given its ability to pass on price increases.
Thus, Operating Profits are expected to post a CAGR of 14.1% to Rs234cr from Rs180cr over
FY2009-11E. The company's Interest costs had spiked during FY2008 and FY2009, which we
expect to decline as the economy moves towards softer interest rates. Thus, Net Profits are
estimated to register a CAGR of 21.8% over the mentioned period from Rs89cr to Rs132cr

Key risks to our estimates
Order inflow to the E&P Division below expectation.
Sharp spike in raw material prices because of higher commodity costs.

Outlook and Valuation

We believe BEL is well poised to take advantage of the improving economic scenario. It targets its
E&P BU to be the key growth driver going ahead as well. The company continues to do well in its
other Segments too by expanding its distributor network to increase its marketshare. In line with
this, in recent quarters, BEL has delivered a strong performance. As a result, we have revised our
EPS estimates upwards for FY2011 to Rs76.4 (earlier Rs72.2).

On the bourses, since March 2009, the BEL stock has outperformed the Sensex by a whopping
259% (absolute returns 326%) mainly on the back of better-than-expected business performance.
At Rs 655, the stock is trading at attractive valuations of 10.5x FY2010E 8.6x FY2011 Earnings.
We reiterate a Buy on the stock with a Target Price of Rs764, translating into an upside
of 16.6%.

Source: Company, Angel Research

Exhibit 4: Lighting BU Sales Growth Trend
FY2007 FY2008 FY2009 FY2010E FY2011E

Sales (Rscr) 135.3     178.2 210.4 236.1 262.5
Sales Growth (%) 23.3 31.8 18.1 12.2 11.2

Source: C-line, Angel Research

Exhibit 5: 12-Months Forward Rolling P/E Band
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Profit & Loss Statement Rs crore
Y/E March FY2008 FY2009 FY2010E FY2011E

Net Sales  1,379.1  1,775.1  2,110.4  2,425.6

% chg  27.1  28.7  18.9  14.9

Total Expenditure  1,236.0  1,595.6  1,905.7  2,192.7

EBIDTA  143.2  179.5  204.7  232.9

(%of Net Sales)  10.4  10.1  9.7  9.6

Other Income  9.4  10.1  11.1  12.2

Depreciation& Amortisation  7.5  8.6  10.6  12.7

Interest  33.8  41.3  36.7  31.0

PBT  111.4  139.8  168.6  201.3

(% of Net Sales)  8.1  7.9  8.0  8.3

Extraordinary Expense/(Inc.)  0.5  (0.2)  -  -

Tax  38.3  50.6  60.5  69.3

(% of PBT)  34.4  36.2  35.9  34.4

PAT  73.1  89.1  108.0  132.1

% chg  89.3  21.9  21.2  22.2

Ad. PAT  72.6  89.3  108.0  132.1

% chg  88.3  23.1  20.9  22.2

Y/E March FY2008 FY2009 FY2010E FY2011E

SOURCES OF FUNDS

Equity Share Capital  17.3  17.3  17.3  17.3

Reserves & Surplus  156.2  224.9  304.7  400.4

Shareholders Funds  173.5  242.2  322.0  417.6

Total Loans  236.7  213.9  203.9  193.9

Deffered Tax Liability (net)  4.1  3.2  3.2  3.2

Total Liabilities  414.3  459.2  529.0  614.6

APPLICATION OF FUNDS

Gross Block  144.0  154.5  191.9  231.0

Less: Acc.Depreciation  52.4  59.9  70.4  83.1

Net Block  91.6  94.6  121.4  147.9

Capital Work-in-Progress  0.3  2.5  1.9  2.3

Investments  22.3  31.6  31.6  31.6

Current Assets  708.5  903.7  1,050.1  1,204.9

Current liabilities  408.4  573.2  676.0  772.0

Net Current Assets  300.0  330.5  374.1  432.9

Total Assets  414.3  459.2  529.0  614.6

Balance Sheet Rs crore

Cash Flow Statement   Rs crore
Y/E March FY2008 FY2009 FY2010E FY2011E

Profit before tax  111.4  139.8  168.6  201.3

Depreciation  7.5  8.6  10.6  12.7

(Inc)/Dec in Working Capital  (47.7)  (9.2)  (54.6)  (60.7)

Interest (Net)  29.3  37.0  32.0  25.8

Direct taxes paid  38.3  50.6  60.5  69.3

Others  (14.8)  (1.7)  9.9  7.7

Cash Flow from Operations  47.4  123.8  105.8  117.6

Inc./(Dec.) in Fixed Assets  7.4  12.7  36.8  39.5

Free Cash Flow  40.0  111.1  69.0  78.0

(Inc)/Dec in Investments  (0.0)  (9.2)  -  -

Issue of Equity  8.6  -  -  -

Inc./(Dec.) in loans  (0.5)  (22.9)  (10.0)  (10.0)

Dividend Paid (Incl.Tax)  16.2  20.2  28.3  36.4

Interest (Net)  29.3  37.0  32.0  25.8

Cash Flow from Financing  (37.4)  (80.0)  (70.3)  (72.2)

Inc./(Dec.) in Cash  2.6  21.9  (1.3)  5.8

Opening Cash balances 29.4 32.0 53.8 52.5

Closing Cash balances 32.0 53.8 52.5 58.3

Key Ratios

Y/E March FY2008 FY2009 FY2010E FY2011E

Per Share Data (Rs)
EPS  42.3  51.6  62.5  76.4

Cash EPS  46.6  56.5  68.6  83.7

DPS  8.0  10.0  14.0  18.0

Book Value  100.3  140.1  186.2  241.6

Operating Ratio
Inventory (days)  42.9  36.5  36.5  36.5

Debtors (days)  112.6  115.0  112.3  112.3

Creditors (days)  96.8  107.3  105.2  103.8

Returns (%)
RoE  42.1  36.8  33.6  31.6

RoCE  32.8  37.2  36.7  35.8

Dividend Payout  22.3  22.6  22.4  23.6

Valuation Ratio (x)
P/E  15.5  12.7  10.5  8.6

P/E(CashEPS)  14.1  11.6  9.5  7.8

P/BV  6.5  4.7  3.5  2.7

EV/Sales  1.0  0.8  0.6  0.6

EV/EBITDA  9.4  7.5  6.5  5.8
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Disclaimer
This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.
Opinion expressed is our current opinion 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. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.
The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While
every effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No
one can use the information as the basis for any claim, demand or cause of action.
Recipients of this material should rely on their own investigations and take their own professional advice. 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 their own advisors
to determine the merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance.
Certain transactions - futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. 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.
We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the  information current. Also there may be regulatory, compliance, or other reasons
that may prevent Angel Broking and affiliates 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. Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy
or sell the securities of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential
conflict of interest with respect to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions.
Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the
companies referred to in this report, as on the date of this report or in the past.

Buy (Upside > 15%) Accumulate (Upside upto 15%) Neutral (5 to -5%)
Reduce (Downside upto 15%) Sell (Downside > 15%)

Ratings (Returns) :
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Alwar - Tel: (0144) 3941 394 / 99833 60006

Ahmeda. (Bapu Nagar) - Tel : (079) 3091 6900 - 02

Ahmeda. (Gurukul) - Tel: (079) 3011 0800 / 01

Ahmedabad (C. G. Road) - Tel: (079) 4021 4023

Pune (Aundh) - Tel: (020) 4104 1900

Pune (Camp) - Tel: (020) 3092 1800

Pune - (kalyani Nagar) Tel: (020) 6620 6591 / 6620 6595

Rajamundhry - Tel: (0883) 3941 394

Rajkot (Ardella) Tel.: (0281) 2926 568

Rajkot (University Rd.) - Tel: (0281) 2331 418

Rajkot - (Bhakti Nagar) Tel: (0281) 2361 935

Rajkot - (Indira circle) Tel : 99258 84848

Rajkot (Orbit Plaza) - Tel: (0281) 3983 485

Rajkot (Pedak Rd) - Tel: (0281) 3985 100

Rajkot (Ring Road)- Mobile: 99245 99393

Rajkot (Star Chambers) - Tel : (0281)3981 200

Rajkot - (Star Chambers) - Tel : (0281) 2225 401-3

Salem - Tel: (0427) 3941 394

Surat (Ring Road) - Tel : (0261) 3071 600

Surendranagar - Tel : (02752) 223305

Secunderabad - Tel : (040) 3093 2600

Surat (Mahidharpura) - Tel: (0261) 3092 900

Surat - (Parle Point) - Tel : (0261) 3091 400

Udaipur - (0294) 3941 394

Valsad - Tel - (02632) 645 344 / 45

Vapi - Tel: (0260) 3941 394

Varachha - (0261) 3091 500

Vijayawada - Tel :(0866) 3984 600

Warangal - Tel: (0870) 3982 200

Varanasi - Tel: (0542) 2221 129, 3058 066

Tirupur - (0421) 4302 800

Pune (Kothrud) Tel: (020) 4104 5400

Ahmedabad (Sabarmati) - Tel : (079) 3091 6100 / 01

Ahmedabad (Satellite) - Tel: (079) 4000 1000

Ahmedabad (Shahibaug) -Tel: (079)3091 6800 / 01

Amreli - Tel: (02792) 228 800/231039-42

Anand - Tel : (02692) 398 400 / 3

Amritsar - Tel: (0183) 3941 394

Ankleshwar - Tel: (02646) 398 200

Baroda - Tel: (0265) 6635 100 / 2226 103

Baroda (Akota) - Tel: (0265) 2355 258 / 6499 286

Baroda (Manjalpur) - Tel: (0265) 6454280-3

Bhavnagar - Tel: (0278) 3941 394

Bengaluru - Tel: (080) 4072 0800 - 29

Ahmeda. (Ramdevnagar) - Tel : (079) 4024 3842 / 43

Bhavnagar (Shastrinagar)- Mobile: 92275 32302

Indore - Tel: (0731) 4238 600

Gandhinagar - Tel: (079) 4010 1010 - 31

Gajuwaka - Tel: (0891) 3987 100 - 30

Faridabad - Tel: (0129) 3984 000

Gandhidham - Tel: (02836) 237 135

Gondal - Tel: (02825) 398 200

Ghaziabad - Tel: (0120) 3980 800

Gurgaon - Tel: (0124) 3050 700

Himatnagar - Tel: (02772) 241 008 / 241 346

Hyderabad - A S Rao Nagar Tel: (040) 4222 2070-5

Hubli - Tel: (0836) 4267 500 - 22

Indore - Tel: (0731) 3049 400

Bhopal - Tel :(0755) 3941 394

Bikaner - Tel: (0151) 3941 394 / 98281 03988

Chandigarh - Tel: (0172) 3092 700

Deesa -  Mobile: 97250 01160

Erode - Tel: (0424) 3982 600

Bhilwara - (01482) 398 350

Jamnagar (Cross Word) - Tel: (0288) 2751 118

Jamnagar(Indraprashta) - Tel: (0288) 3941 394

Jodhpur - Tel: (0291) 3941 394 / 99280 24321

Junagadh -  Tel : (0285) 3941 3940

Keshod - Tel: (02871) 234 027 / 233 967

Kolkata (N. S. Rd) - Tel: (033) 3982 5050

Kolkata (P. A. Shah Rd) - Tel: (033) 3001 5100

Mehsana  - Tel: (02762) 645 291 / 92

Kota - Tel : (0744) 3941 394

Mansarovar - Tel:(0141) 3057 700/99836 74600

Mysore - Tel: (0821) 4004 200 - 30

Nadiad - Tel : (0268) - 2527 230 / 34

Jamnagar (Moti Khawdi) - Tel: (0288) 2846 026

Jamnagar(Madhav Plaza) - Tel: (0288) 2665 708

Jalgaon - Tel: (0257) 2234 832

Kolhapur - Tel: (0231) 6632 000

Madurai Tel: (0452) 3941 394

Mangalore - Tel: (0824) 3982 140

Nagaur - Tel: (01582) 244 648

New Delhi (Nehru Place) - Tel: (011) 3982 0900

New Delhi (Preet Vihar) - Tel: (011) 4310 6400

Palanpur - Tel: (02742) 308 060 - 63

Patan - Tel: (02766) 222 306

Noida - Tel : (0120)  4639 900 / 1 / 9

New Delhi (Bhikaji Cama) - Tel: (011) 41659711

New Delhi (Lawrence Rd.) - Tel: (011) 3262 8699 / 8799

New Delhi (Pitampura) - Tel: (011) 4751 8100

Nashik - Tel: (0253) 3011 500 / 1 / 11

Jaipur - (Rajapark) Tel: (0141) 3057 900 / 99833 40004

Porbandar - Tel : (0286) 3941 394

Porbandar (Kuber Life Style) - Mob.-98242 53737

Pune - (Pentagon) Tel : (020) 3093 4400 / 3052 3217

Ahmedabad (C. G. Road) - Tel: (079) 3982 9934

Corporate & Marketing Office : 612, Acme Plaza, M.V. Road, Opp Sangam Cinema, Andheri (E), Mumbai - 400 059 Tel :  (022) 3941 3940 / 4000 3600
NRI Helpdesk : e-mail : nri@angeltrade.com Tel :  (022) 4000 3622 / 4026 2700
Investment Advisory Helpdesk : e-mail : advisory@angeltrade.com Tel  :  (022) 3958 4000
Commodities : e-mail : commodities@angeltrade.com Tel :  (022) 3081 7400
PMS : e-mail : pmshelpdesk@angeltrade.com Tel:  (022) 3953 2800
Feedback : e-mail : feedback@angeltrade.com Tel :  (022) 2835 5000


