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S C R I P  D E T A I L S

Market Capitalisation Rs.  54 bn.
Book Value per share Rs.  45.5
Equity Shares O/S (F.V. Rs 2) 198 mn.
Median Volumes (12 mths) 611,100 (BSE+NSE)
52 Week High/Low Rs. 268 / 145
BSE Scrip Code 500480
NSE Scrip Code CUMMINSIND
Bloomberg Code KKC@IN
Reuters Code CUMM.BO

EPS ROCE RONW P/E EV/Sales EV/EBDIT
(Rs.) (%)  (%) (x)  (x)  (x)

2006 8.9 32.4 24.5 30.4 3.1 18.2
2007E 11.5 37.6 28.0 23.5 2.6  13.9
2008E 14.4 39.6 30.1 18.7 2.0  11.3

Year Ended
(March)

Mar-06 Jun-06 Sep-06 2006 2007E 2008E

Net Sales 3,877 3,915 4,674 14,786 17,810 23,017
YoY Gr. (%) 22.4 19.3 30.8 23.5 20.5 29.2
Op. Profits 583 619 786 2,032 2,885 3,775
Op. Marg (%) 15.0 15.8 16.8 13.7 16.2 16.4
Net Profits 541 508 627 1,757 2,272 2,861
Eq. Capital 396 396 396 396 396 396

Rs Mn
  Year EndedQuarter Ended

KEY FINANCIALS (STANDALONE)

KEY RATIOS

COMPANY DETAILS

Auditors Price Waterhouse
Chairman Mr. Anant Talaulicar
Regd. Office Kothrud, Pune 411 038
Website www.cumminsindia.com

Mid-range rev-up...

CUMMINS INDIA LTD.

Q2 FY 2007 update

S U M M A R Y

Cummins India Ltd. (CIL) reported a 31% YoY
growth in net sales to Rs 4.6 bn in Q2FY07 as a
result of a surge in revenues in domestic market.

Domestic revenues surged by 48% to Rs 3.2 bn.
However, exports rose by only 4.3% to Rs 1.4 bn.

Higher offtake from the telecom, mining and oil &
gas sectors were the main reason for the surge in
volumes.

The higher proportion of revenues from the
domestic market and stable staff costs were
beneficial for the company as operating margins
expanded by 500 bps to 16.8%. Operating profits
consequently rose by 86% to Rs 786 mn.

An other income component of Rs 195 mn and a
lower effective tax rate helped net profits increase
by 66% to Rs 627 mn in the quarter.

The company is also in the process of setting up a
new facility at a capex of Rs 3 bn for manufacturing
the low horsepower engines. This is expected to
be commercially operational over the next 18-20
months.

The CMP of Rs 270 discounts FY08E EPS of Rs 14.4
by 18.7x. The stock trades at an EV/Sales of 2x and
EV/EBIDTA of 11.3x FY08E. The sustained
improvement in margins over the last two quarters
is a beneficial trend.

However, stagnation in exports is likely to be
temporary as exports to non-emission countries for
the 14 litre engines  get ramped up. This will impact
margin expansion. As a result, margins should
stabilise at current higher levels accompanied by the
higher volumes. Despite the benefits of the above,
the stock is fairly valued and thus, we maintain our
‘HOLD’ recommendation.

SHAREHOLDING PATTERN (%)

Qtr. Ended Mar-06 Jun-06 Sep-06
Promoters 51.0 51.0 51.0
MFs/Banks/FIs 14.7 18.7 18.0
FIIs/NRIs/OCBs 19.1 15.3 16.2
PCBs 2.8 2.6 2.5
Indian Public/Others 12.5 12.5 12.3

Analyst - Sameer Ranade
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OUR VIEW

CIL’s performance once again highlights the benefits
of a greater share of domestic business on margins.
While revenues from domestic market rose by 48% to
Rs 3.2 bn, exports rose by a staid 4.3% to Rs 1.4 bn.

The domestic market affords the company a
significantly higher profitability as compared to
exports to its parent Cummins Inc and its associates.
In the domestic market, CIL’s revenues accrue to a
large extent from the mid-range of engines (100<300
hp), which account for around 20% of its total sales.

Exports were impacted as a result of implementation
of stringent emission norms in the western countries
for the 14 litre engines used in the higher-end freight
segment. As a result, the company is restricting focus
of the same to the non-emission countries.

The continuing investments in expanding the telecom
landscape (telecom towers, base stations etc.), mining,
oil & gas and construction sectors is fuelling the
demand for the engines for power generation as well
as prime mover purposes. Further, demand in the mid-
range segment has also shifted towards the organised
players owing to the implementation of stringent noise
& emission control norms.

CIL is also investing in a facility for mid-range (<300
hp) engines at a capex of Rs 3 bn. This is expected to
become operational in the next 18-20 months and will
help CIL focus better on the mid-range horsepower
segment.

However, the proportion of revenues from the domestic
market is not expected to shift significantly from
current levels. As a result, the improvement in margins
is expected to peak around the current levels and any
growth in exports will impact the same.

Scrip performance vis-a-vis BSE Sensex

CUMMINS INDIA LTD.

CIL’s qtrly trend in Sales-mix and OPM

We expect stand-alone revenues to grow by 20.5% and
by 29% in FY07 & FY08 to Rs 17.8 bn and Rs 23 bn
respectively. The higher volume growth will be
accompanied by margin improvement in the FY07. We
expect operating margins to improve by 245 bps to
16.2% in FY07 and by 20 bps to 16.4% in FY08. Operating
profits should consequently rise by 42% and by 30.8%
to Rs 2.9 bn and Rs 3.8 bn respectively.

Net profits should consequently grow by 29% and 26%
in FY07 and FY08 to Rs 2.3 bn and Rs 2.9 bn
respectively.

On a consolidated basis, we expect net sales to grow
by 23% to Rs 21.8 bn in FY07. A paring of loss making
operation in its subsidiaries viz. Cummins Auto
Services Ltd (CASL) and Cummins Diesel Sales and
Services (CDS&S) will boost margins. Thus,
consolidated operating margins should expand by 307
bps to 12.1% in FY07. Net profits should accordingly
grow by 34% to Rs 2.4 bn led by the higher margins.

The CMP of Rs 270 discounts stand-alone FY08E EPS of
Rs 14.4 by 18.7x. The stock trades at an EV/Sales of 2x
and EV/EBIDTA of 11.3x FY08E. The sustained
improvement in margins over the last two quarters
following a higher share of domestic revenues is a
beneficial trend.

However, stagnation in exports is likely to be temporary
as exports to non-emission countries get ramped up. This
is expected to impact further margins expansion, which
are likely to stabilise around current levels. We believe
that the stock is fairly valued and thus, we maintain our
‘HOLD’ recommendation.
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RESULTS TABLE CUMMINS INDIA LTD.

Median PE v/s Daily PE PE Band

16x

22x
25x
28x

Quarter Ended Half Year Ended
Particulars (Rs mn)

Financial results for the quarter & half year ended Sep 30, 2006 (Standalone)
Yr Ended

30/09/06 30/09/05 Gr % 30/09/06 30/09/05 Gr % 31/03/06

Net Sales 4,674 3,573 30.8 8,589 6,853 25.3   14,628

Exports 1,471 1,410 4.3 2,873 2,757 4.2          5,449

Domestic          3,204          2,163 48.1 5,716 4,096 39.6           9,179

Expenditure 3,889 3,151 23.4 7,184 5,992 19.9 12,596

(Inc.)/ Dec.in stock-in-trade 5 (45) (43) (47)                54

Materials 3,050 2,450 5,616 4,612          9,648

Staff Cost 287 285 0.7 557 528 5.4           1,059

Other expenditure 547 462 18.5 1,054 899 17.2           1,835

Operating profit 786 422 86.2 1,405 861 63.1 2,032

Other Income 195 216 (9.7) 357 377 (5.2) 772

PBDIT 981 638 53.7 1,762 1,238 42.3 2,804

Interest 0 2 (74.2) 1 4 (76.9)                  9

Depreciation 94 83 13.1 175 166 5.8             336

PBT 886 553 60.2 1,586 1,069 48.4 2,459

Provision for tax 276 190 500 364             749

Provision for deferred tax (17) (15) (49) (27)              (47)

Net Profit 627 378 66.0 1,135 731 55.2 1,757

Equity Capital (FV Rs 2)              396             396              396                396             396

Reserves (excl. rev. res.) - - - - 7,447

EPS for the period (Rs) 3.2 1.9 5.7 3.7 8.9

Book Value (Rs) - - - - 39.6

OPM (%) 16.8 11.8 16.4 12.6 13.9

NPM (%) 13.4 10.6 13.2 10.7 12.0

Expend. (% of net sales)

Materials 65.4 67.3 64.9 66.6 66.3

Staff Cost 6.1 8.0 6.5 7.7 7.2

Other expenditure 11.7 12.9 12.3 13.1 12.5

Exports 31.5 39.5 33.4 40.2 37.3

Domestic 68.5 60.5 66.6 59.8 62.7
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SEGMENTWISE ANALYSIS CUMMINS INDIA LTD.

Quarter Ended Half Year Ended
Particulars (Rs mn)

Segmentwise results for the quarter and half year ended Sep’30, 2006 (Standalone)
Yr Ended

30/09/06 30/09/05 Gr % 30/09/06 30/09/05 Gr % 31/03/06

Segment Revenue

Engines 4,377 3,387 29.2 8,075 6,474 24.7 13,751

Other products 358 227 57.5 611 455 34.3 1,044

Gross Sales 4,735 3,614 31.0 8,685 6,928 25.4 14,795

Profits

Engines 715 393 82.1 1,313 793 65.6 1,885

Other products 44 23 90.1 53 46 14.3 101

PBIT  759 416 82.5 1,366 839 62.8 1,987

Less: Interest 0 2 (74.6) 1 4 (77.1) 9

add: other unallocable inc 127 137 (7.7) 221 297 (25.7) 481

PBT          886          552 60.5        1,586         1,133 40.0      2,459

Capital Employed

Engines 4,801 4,873 (1.5) 4,801  4,873 (1.5)  5,432

Other products 313 262 19.2 313  262 19.2  222

Total 5,114        5,136 (0.4) 5,114 5,136 (0.4) 5,654

PBIT Margins (%)

Engines 16.3 11.6 16.3 12.2 13.7

Other products 12.4 10.3 8.7 10.2 9.7

Total 16.0 11.5 15.7 12.1 13.4

ROCE (%)

Engines  59.6 32.2 54.7 32.5 34.7

Other products  56.7 35.5 33.9 35.3 45.6

Total  59.4         32.4 53.4 32.7 35.1
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T e a mT e a mT e a mT e a mT e a m

Equity Desk
R. Baskar Babu - Head - Equity Broking baskarb@pinc.co.in 91-22-66186400

Research
Bhavin Chheda - Metals & Mining bhavinc@pinc.co.in 91-22-66186375
(Head of Research)

Sameer Ranade - Capital Goods / Utilities sameerr@pinc.co.in 91-22-66186381
Nirjhar Handa - FMCG / Pharma nirjharh@pinc.co.in 91-22-66186400
Sujit Jain - Fertilisers / Agro products sujitj@pinc.co.in 91-22-66186379
Amol Rao - Hospitality / Pipes amolr@pinc.co.in 91-22-66186378
Nirav Shah - Sugar niravs@pinc.co.in 91-22-66186383
Nakul Dharmawat - Cement nakuld@pinc.co.in 91-22-66186382
Kalpesh Makwana - Specialty Chemicals / Pharma kalpeshm@pinc.co.in 91-22-66186377
Rishabh Bagaria - Auto / Auto Ancilliary rishabhb@pinc.co.in 91-22-66186391
Ruchir Desai - Technology ruchird@pinc.co.in 91-22-66186372
Syed Sagheer - Logistics / Light Engineering syeds@pinc.co.in 91-22-66186390
Chandana Jha - Associate - Banking chandanaj@pinc.co.in 91-22-66186398
Dipti Solanki - Associate - Media diptis@pinc.co.in 91-22-66186392
Rahhul Aggarwal - Associate - Steel rahhula@pinc.co.in 91-22-66186388
Faisal Memon - Associate - Logistics faisalm@pinc.co.in 91-22-66186389
Abhishek Gangwani - Associate abhishekg@pinc.co.in 91-22-66186385

Institutional Sales:
Jaykrishna Gandhi jaykrishnag@pinc.co.in 91-22-66186327
Rajesh Khanna rajeshk@pinc.co.in 91-22-66186328

Dealing
Bhavik Broker / Chetan Trivedi equity@pinc.co.in 91-22-66186306
Manoj Parmar / Raju Bhavsar equity@pinc.co.in 91-22-66186323

Business Development / New initiatives:
Sachin Kasera sachink@pinc.co.in 91-22-66186384

Derivative Desk
Sailav Kaji - Strategy sailavk@pinc.co.in 91-22-66186341
Anand Kuchelan - Analyst anandk@pinc.co.in 91-22-66186349
Nilesh G. Inamdar - Dealer nileshg@pinc.co.in 91-22-66186347

PMS Desk
Vivek Agrawal viveka@pinc.co.in 91-22-66186373
Hormasd Sumariwalla hormasds@pinc.co.in 91-22-66186389

Directors
Gaurang Gandhi gaurangg@pinc.co.in 91-22-66186400
Girish Bakre girishb@pinc.co.in 91-22-66186400
Hemang Gandhi hemangg@pinc.co.in 91-22-66186400
Ketan Gandhi ketang@pinc.co.in 91-22-66186400
Rakesh Bhatia - Head Compliance rakeshb@pinc.co.in 91-22-66186400
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Disclaimer:  This document has been prepared by the Research Desk of M/s Pioneer Intermediaries P. Ltd. (PINC) and is meant for use of the recipient only and is not
for public circulation. 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
The information  contained herein is obtained and collated  from sources believed reliable and Pioneer 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.The opinion expressed or estimates made are as per the  best judgement as applicable at that point of time and Pioneer reserves the right
to make modifications and alternations to this statement as may be required from time to time without any prior approval
Pioneer, its affiliates, their directors, employees and their dependant family members 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 Pioneer. The views
expressed are those of analyst and the Pioneer 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 Pioneer, 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 Pioneer and this document is not to be reported or circulated  or copied or made available to others.

Tel.: 91-22-66186633/6400        Fax : 91-22-22049195
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