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Current price Target price
WHAT'S CHANGED... Rs 139 Rs 180
Potential Upside ~ Time Frame
30% 12 months
OUTPERFORMER
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Ballarpur Industries (BILT) consolidated results for the quarter ended Sep 30, 2007 were in line with our
expectations with better than expected topline growth. Topline grew by an impressive 23% on a consolidated basis
to 713 crore and 6% on standalone basis. Bottom line surged by 25% and 18% on consolidated and standalone
basis respectively. Though the topline exceeded our expectations still at the EBIDTA levels were in line with our
numbers due to an increase in the expenditures due to increase in raw material, pulp, energy and petroleum based
chemical costs. EBIDTA margins expanded by 174 basis points on the back of increased realisations. Bilt witnessed
both volume and realisation growth during the quarter. The consolidated results included Sabah Forest Industries,
therefore is not comparable to the previous quarter.

= Expansion plans
Bilt's capacity expansion plans at its Bhigwan and Ballarpur are as per schedule. Bilt plans to add 2.5 lakh tonnes
per annum(LTPA) capacity each at unit Bhigwan and Ballarpur which currently have capacities of 1.25 and 1.35
LTPA respectively. These capacities are expected to get commissioned around the first quarter of FY09 giving
added impetus to the company’s performance.

= Restructuring: Commodity business hive off to Ballarpur Paper Holding
Bilt's plans to restructure its subsidiaries with focus on value unlocking through retaining high margin segments and
hiving off in its integrated paper units in commodity business along with Sabah Forest Industries (SFI) Malaysia in a
wholly owned subsidiary are underway. The scheme of arrangement and reorganization got passed unanimously in
October.

Valuations

The restructuring would lead to a significant improvement in BILT’s return ratios and valuations. With the hived off
unit is expected to get an EV/EBIDTA valuation in the range of 10-12x while BILT’s current EV/EBIDTA is 6x leading
to a greater valuation for sum of parts. Post hive-off, we expect the scrip to trade over Rs.180. At the current price of
Rs.139 BILT is trading at P/E of 5.07x FYO8E EPS of Rs27.4, making it a compelling investment. We believe that there
is a minimum upside of 30% post February 2008, when the hive-off is expected. We maintain our OUTPERFORMER
rating with the target price of Rs.180.

Key Financials : Consolidated

Year to June 30 Q1FY08 Q1FY07  y-0-y growth % FY07 FYOS8E  y-o-y growth %
Net Sales 657.73 529.54 242 2317.78 2468.21 6.5
Other Income 1.93 3.20 -39.7 13.73 10.96 -20.1
Total Expenditure 484.13 399.01 21.3 1735.03 1812.16 4.4
EBIDTA 173.60 130.53 33.0 582.75 656.06 12.6
Interest 32.38 20.38 58.9 100.34 92.31 -8.0
Depreciation 50.98 38.08 33.9 156.54 186.17 18.9
PBT 92.17 75.27 225 339.60 388.54 14.4
Tax 19.10 17.03 12.2 37.02 40.58 9.6
PAT 73.97 59.15 25.1 255.06 305.53 19.8
EPS 3.98 3.18 25.1 14.06 21.42 95.0
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RATING RATIONALE

ICICIdirect endeavours to provide objective opinions and recommendations. ICICldirect assigns ratings to its
stocks according to their notional target price vs current market price and then categorises them as
Outperformer, Performer, Hold, and Underperformer. The performance horizon is 2 years unless specified and
the notional target price is defined as the analysts' valuation for a stock.

Outperformer: 20% or more
Performer: Between 10% and 20%
Hold: +10% return
Underperformer: -10% or more
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Disclaimer

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered
in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form,
without prior written consent of ICICI Securities Ltd (I-Sec). The author of the report does not hold any investment in any of the
companies mentioned in this report. I-Sec may be holding a small number of shares/position in the above-referred companies as on
date of release of this report. This report is based on information obtained from public sources and sources believed to be reliable, but
no independent verification has been made nor is its accuracy or completeness guaranteed. This report and information herein is
solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or
subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal, accounting and tax advice
or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed
and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on
their own investment objectives, financial positions and needs of specific recipient. This report may not be taken in substitution for the
exercise of independent judgement by any recipient. The recipient should independently evaluate the investment risks. I-Sec and
affiliates accept no liabilities for any loss or damage of any kind arising out of the use of this report. Past performance is not
necessarily a guide to future performance. Actual results may differ materially from those set forth in projections. I-Sec 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 I-Sec 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.
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