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Sales down due to part job done on conversion basis 

3/06, PAT includes 31 Crs 
profit from investments.
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After touching a high of Rs 560 in May'06, the stock corrected 
significantly and touched a low of about Rs 200 in July'06. 
Since then the stock moved up and indicating a sort of inverted 
Head & Shoulder pattern, indicating a sustained medium term 
rise. One can buy with stop loss of Rs 295 and target of Rs 380 in 
short term and Rs 450 in medium term.   

Company  [directly plus through its 100% owned subsidiaries ], holds investments in group companies like - Bharat Forge, Hikal and BF 
Utilities worth Rs 2,500 Crs [as on 16/10/06; see table below for major holdings], while its own market cap is just Rs 1350 Crs. So even 
excluding the core business [with huge cash generation], the stock is available at half the value of investment.[As if, it is only a investment 
company ].
Company is engaged in Alloy & Special steel manufacturing -  used in forging/casting in auto & auto components sector, wherein the group is 
biggest consumer and global player. So growth potential is huge and company is expanding capacities vigorously. Its an integrated player making 
steel from basic stage and constantly securing raw material availability and costs very well.  For coke supplies it has JV with Guj NRE Coke for 
converting coal in to coke and also operates waste gases based power plant. 
Company has recently acquired 80% stake in SJK Steel having [with 2.5 Lakh MTs capacity] after its CDR was approved; and is 
planning to modernize and expand this unit. This acquisition will double the Kalyani capacity in one shot. Company is also planning to 
issue 16 Lakh equity shares to financial investors @315/-  and is also considering the demerger of investment division. Company is 
holding its EGM for this purpose and if demerger is also taken up, there is tremendous scope for the value unlocking. In our view, the core business 
of the company is worth Rs 800-1000 Crs; add to this investments [valued at Rs 2500 Crs] at 50% discount is equal to 1250 crs. So total Mkt cap 
of this company should be close to 2000-2200 Crs against present 1350 crs. Thus one can expect 50-75% rise in stock price in medium term. 
BUY

UPDATE !!
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