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S O  W H A T ?  T H E  B N P  P A R I B A S  A N G L E   I N D U S T R Y  O U T L O O K :   

 We are not including real 
estate business in our 
valuations unlike the rest of 
the Street. 

 We have built in a higher 
cost of debt and equity in 
our DCF valuation. 

Net Profit 09 ......... INR3.0b 
............................. (From INR4.2b) 
 
Diff from Consensus........ na 
Consensus (mean) ................... na 
Consensus (momentum) .......... na 
 

Target Price .....INR212.00 
..........................(From INR610.00) 
 
Diff from Consensus(46.1%) 
Consensus (median) ....INR393.57 
Consensus (momentum)...........  
 
Current Price .... INR184.80 
Upside/(Downside)..............14.7% 

BUY 
(Unchanged) 
 
Recs in the Market 
Positive ........................................8 
Neutral .........................................2 
Negative ......................................2 
Consensus (momentum)...........  
 

Sources: Thomson One Analytics; Bloomberg; BNP Paribas estimates 
 

• Analysis of Lanco Infratech’s power projects reveals that the projects will be completed but with execution delays.   

• Potential upside of 35.7% on planned stake increase in two major projects. 

• TP: INR212 (Base case; Using DCF; Construction: INR100; Power: INR107; Roads: INR5). Reiterate BUY. 
 

Reiterate BUY after factoring risks 
No material financing risk at power plants… 
We analyzed Lanco Infratech’s (Lanco) power plants primarily with 
respect to funding risks and conclude that there will be no material 
funding concerns for its power plants.  We estimate the cash on balance 
sheet (INR700b), and funds generated from EPC (engineering, 
procurement and construction) contracts and its power generation 
facilities will be used to fund its equity commitment in the power special 
purpose vehicles (SPV).  

…but there could be other execution delays 
According to CEA’s project status, there could be execution delays at 
Lanco’s upcoming plants.  For instance, CEA’s latest update on 
Amarkantak Unit-I shows a commencement of operation date of January 
2009, whereas management has reiterated an October 2008 start. 
Currently, the project is under testing phase.  Our estimates include 
delays of 1-4 quarters in various projects. 

Valuation 
We are reducing our target price to INR212 from INR610 factoring in 
substantial project risks in our estimates and shifting to DCF based 
valuation from EV/EBITDA.  We have assigned INR100 to its 
construction business, INR107 to its power plants, and INR5 to its road 
BOTs. We are including only its existing order book in our new order 
estimates in the construction business.  We have neither included its 
Vizhinjam Port project (USD2b) (a substantial EPC portion of which 
could be awarded internally) nor assigned any terminal value to this 
business.  We have also valued its power generation business and road 
BOTs using DCF approach. We are using a cost of debt of 12.5-13% 
and cost of equity of 17-18%.  We are not including any of the real 
estate projects in our TP although we believe the residential portion of 
the projects would add INR5 to our TP. 

Stake increase could add 18% upside from TP 
There is 18% upside if we consider a majority stake in Udupi and Anpara 
projects.  On the other hand including only the operational projects and 
approximately 4000MW of plants under constructions would imply a 10% 
downside from current level.  
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Earnings Estimates And Valuation Ratios 

YE Mar (INR m) 2008  2009E  2010E 2011E  
Revenue 15,745  31,370  67,013 57,196  
Reported net profit 2,002  2,997  7,612 6,535  
Recurring net profit  2,002  2,997  7,612 6,535  
Previous rec net profit 2,002  4,198  4,469 4,794  
Chg from previous (%) —  (28.6) 70.3  36.3  
Recurring EPS (INR) 9.26  13.48  34.23 29.39  
Prev rec EPS (INR) 9.29  18.88  20.10 21.56  
Rec EPS growth (%) 141.6  45.6  154.0 (14.2) 
Recurring P/E (x) 20.0  13.7  5.4  6.3  
Dividend yield (%) — — — — 
EV/EBITDA (x) 10.9  7.7  3.2  3.2  
Price/book (x) 2.5  2.2  1.5  1.2  
ROE (%) 13.5  17.2  33.5  21.9  
Net debt/equity (%) 8.0  14.7  (16.9) (23.9) 

Sources: Lanco Infratech; BNP Paribas estimates 

 
Share Price Daily vs MSCI 
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Next results/event October 2008 
Market cap (USD m) 883 
12m avg daily turnover (USD m) 24.7 
Free float (%) 14 
Major shareholder Prince Stone Investments (50%) 
12m high/low (INR) 845.35/184.80 
ADR (USD) Nil 
Avg daily turnover (USD m) Nil 
Discount/premium (%) Nil 
Disc/premium vs 52-wk avg (%) Nil 
Source: Datastream 
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D I S C L A I M E R S  &  D I S C L O S U R E S  

This report was produced by a member company of the BNP Paribas Group (“Group”). This report is for the use of intended recipients 
only and may not be reproduced (in whole or in part) or delivered or transmitted to any other person without our prior written consent. 
By accepting this report, the recipient agrees to be bound by the terms and limitations set out herein. 

The information contained in this report has been obtained from public sources believed to be reliable and the opinions contained 
herein are expressions of belief based on such information. No representation or warranty, express or implied, is made that such 
information or opinions is accurate, complete or verified and it should not be relied upon as such. This report does not constitute a 
prospectus or other offering document or an offer or solicitation to buy or sell any securities or other investments. Information and 
opinions contained in this report are published for reference of the recipients and are not to be relied upon as authoritative or without 
the recipient’s own independent verification or taken in substitution for the exercise of judgement by the recipient. All opinions 
contained herein constitute the views of the analyst(s) named in this report, they are subject to change without notice and are not 
intended to provide the sole basis of any evaluation of the subject securities and companies mentioned in this report. Any reference to 
past performance should not be taken as an indication of future performance. No member company of the Group accepts any liability 
whatsoever for any direct or consequential loss arising from any use of the materials contained in this report.  

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of the 
analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of the 
compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views  
expressed herein. 

This report is prepared for professional investors and is being distributed in Hong Kong by BNP Paribas Securities (Asia) Limited to 
persons whose business involves the acquisition, disposal or holding of securities, whether as principal or agent. BNP Paribas 
Securities (Asia) Limited, a subsidiary of BNP Paribas, is regulated by the Securities and Futures Commission for the conduct of 
dealing in securities and advising on securities. This report is being distributed in the United Kingdom by BNP Paribas London Branch 
to persons who are not private customers as defined under U.K. securities regulations. BNP Paribas London Branch, a branch of BNP 
Paribas, is regulated by the Financial Services Authority for the conduct of its designated investment business in the U.K. This report 
is being distributed in the United States by BNP Paribas Securities Corporation to U.S. Persons as defined under U.S. securities 
regulations or by a member of the Group that is not registered as a U.S. broker-dealer to major U.S. institutional investors. BNP 
Paribas Securities Corporation, a subsidiary of BNP Paribas, is a broker-dealer registered with the Securities and Exchange 
Commission. BNP Paribas Securities Corporation accepts responsibility for the contents of this report only where the report has been 
distributed by it to U.S. recipients.  

Information on Taiwan listed stocks is distributed in Taiwan by BNP Paribas Securities (Taiwan) Co., Ltd. 

Distribution or publication of this report in any other places to persons which are not permitted under the applicable laws or regulations 
of such places is strictly prohibited. 

Recommendation structure 

All share prices are as at market close on 26 September 2008 unless otherwise stated. Stock recommendations are based on  
absolute upside (downside), which we define as (target price* - current price) / current price. If the upside is 10% or more, the 
recommendation is BUY. If the downside is 10% or more, the recommendation is REDUCE. For stocks where the upside or downside 
is less than 10%, the recommendation is HOLD. In addition, we have key buy and key sell lists in each market, which are our most 
commercial and/or actionable BUY and REDUCE calls and are limited to at most five key buys and five key sells in each market at 
any point in time. 

Unless otherwise specified, these recommendations are set with a 12-month horizon. Thus, it is possible that future price volatility 
may cause a temporary mismatch between upside/downside for a stock based on market price and the formal recommendation. 

*In most cases, the target price will equal the analyst's assessment of the current fair value of the stock. However, if the analyst 
doesn't think the market will reassess the stock over the specified time horizon due to a lack of events or catalysts, then the target 
price may differ from fair value. In most cases, therefore, our recommendation is an assessment of the mismatch between current 
market price and our assessment of current fair value. 
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