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Market data as on Sep 21, 2011 
INDICES 

 % chg 
(DoD) 

BSE Sensex 17065 (0.20) 
S&P CNX Nifty 5133 (0.14) 
BSE 100 8968 0.01 
BSE 200 2116 0.08 
  

OVERSEAS MARKETS 
  % chg 

(DoD) 
Dow Jones  11125 (2.49) 
Nasdaq Comp.  2538 (2.01) 
S&P 500  1167 (2.94) 
Hang Seng 18164 (3.51) 
Nikkei  8598 (1.63) 
  
ADVANCES/DECLINES (BSE) 

Group A B S 
Advances 117 1271 218 
Declines 80 941 229 
Unchanged 2 86 26 
    
FII TURNOVER (BSE+NSE)*  
(Rs mn) 

Bought Sold Net  
21,310 17,530 3,790 

    
NEW HIGHS AND LOWS (BSE) 

Group A B S 
High 0 33 22 
Low 2 29 21 
    
CURRENCY  

US$1 = Rs47.89 

* FII turnover (BSE + NSE) as on  
September 20, 2011 
 

 
 
 

  
 
 
 

Market movement over last fortnight         Volumes in Rs mn (BSE and NSE)     Advances & Declines ratio (BSE)
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CCoonntteennttss  
Page 2 Tata Power (Rs998): Mundra losses factored in price Add
Page 3 Recent reports/updates  

 
 

HHiigghhlliigghhttss      
Sector/event  Impact 
POWER:  
Tata Power – 
Reclassification of 
Recommendation 
and earnings 
revision 

We reclassify Tata Power (TPL) to ADD from Hold (in accordance with 
our new recommendation structure), as we believe the stock factors in 
the pain from Mundra losses and taxes on Bumi dividend after the 
recent correction. Though the management maintained that it would be 
able to contain losses at Mundra by optimising PLF and using cheaper 
low-grade fuel, we have factored-in Rs5.5bn in losses in the first full 
year of operations (FY14) of the plant. Improving visibility over Tubed 
and Mandakini mines is a positive given the shortage of coal in the 
domestic market. 
We lower our FY12 earnings by 12.1% and FY13 earnings by 7.2% led 
by lower sales at Bumi mines, increase in borrowing costs and delay in 
CoD of Mundra and Maithon plants. We cut our target price to Rs1,050 
from Rs1,140 and reclassify TPL to ADD from Hold. Key downside risks 
are: 1) Lower-than-expected operational performance of the Mundra 
facility and possible change in funding structure and 2) Lower 
realisations and off-take from Bumi mines. 

  

NNeewwss  SSnniippppeettss  
Economy 
• Advance tax payment by India's top 100 companies rose a modest 9.9% for the July-

September quarter from a year ago against 19% for the April-June quarter, reflecting 
slowdown in growth and pressure on margins because of rising input costs and higher 
interest rates. (The Economic Times) 

• As currencies of developed nations struggle to maintain supremacy in global financial 
markets, the yuan is finding favour with Indian firms. Demand for yuan-denominated funds 
in India is reflected in the government's decision to allow fund-raising up to US$1bn in the 
Chinese currency. (Business Standard) 

Sectoral 
• Unable to find solutions to the recurrent bankruptcy of SEBs, which is holding up the 

power sector, the government is working on marginalising their role. The Planning 
Commission is working on a model allowing power discoms to directly buy and sell power 
in the 12th Plan (2012-17). (The Economic Times) 

• The mines ministry has drawn up plans to tighten state-level governance machinery for 
eradicating delays in grant of mineral concessions, the reason why miners are drawn 
towards illegal mining practices. (Business Standard) 
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Tata Power (Add) POWER 
RECLASSIFICATION OF RECOMMENDATION AND EARNING REVISION 

Mundra losses factored in price Rs998 
Prakash Gaurav Goel (+91 22 6637 7373) prakash.goel@icicisecurities.com 
Vivek Sharma (+91 22 6637 7340) v.sharma@icicisecurities.com 
Aniruddha Mate (+91 22 6637 7588) aniruddha.mate@icicisecurities.com 

We reclassify Tata Power (TPL) to ADD from Hold (in accordance with our new 
recommendation structure), as we believe the stock factors in the pain from Mundra losses 
and taxes on Bumi dividend after the recent correction. Though the management 
maintained that it would be able to contain losses at Mundra by optimising PLF and using 
cheaper low-grade fuel, we have factored-in Rs5.5bn in losses in the first full year of 
operations (FY14) of the plant. Improving visibility over Tubed and Mandakini mines is a 
positive given the shortage of coal in the domestic market.  

We lower our FY12 earnings by 12.1% and FY13 earnings by 7.2% led by lower sales at 
Bumi mines, increase in borrowing costs and delay in CoD of Mundra and Maithon plants. 
We cut our target price to Rs1,050 from Rs1,140 and reclassify TPL to ADD from Hold. 
Key downside risks are: 1) Lower-than-expected operational performance of the Mundra 
facility and possible change in funding structure and 2) Lower realisations and off-take 
from Bumi mines. 

Table 1: Valuations summary  

  
Y/E  
Mar 

EPS 
(Rs)

P/E 
(x)

EV/E  
(x)   

Price (20/9/11) (Rs) 998 2010 79.9 12.5 9.7 M.Cap. (Rs bn) 237
52 wk Range (Rs) 1,438/958 2011 84.1 11.9 9.9 M.Cap (US$ bn) 4.9
Dividend yield FY12E (%) 1.4 2012E 84.8 11.8 7.9 Shares Out (mn) 237.3
BSE Sensex 17099 2013E 88.6 11.3 6.3 Free Float (%) 68.2

Source: Company data, I-Sec Research 
 
• Mundra losses factored in the price. We believe that the stock’s current price 

reckons the potential losses at the Mundra plant. We factor Rs5.5bn in losses in the 
first full year of operations at a lowered PLF of 72%. TPL has maintained that it will 
manage losses at the plant by optimising PLF and using cheaper low-grade coal.  

• Bumi – to achieve 75mnte in CY13. The management was sanguine on production 
estimates from Bumi and guided for a 5% increase in CY11 and 10% rise in CY12. We 
align our production and sales volume accordingly. TPL is also incurring incremental 
capex to create infrastructure for lowering costs in future. 

• Growth and dilution to continue beyond Mundra. The management shared the 
detailed plan to become a 25GW power company and suggested that equity dilution 
could be an option to fund growth. Improving visibility of coal mine-based projects such 
as Tubed and Mandakini is positive. 

• Reclassify to ADD. We lower our assumptions from Bumi mines (as guided by 
the management) and factor in increased interest costs (in line with recent debt 
raisings). Consequently, we lower our earning estimates for FY12 & FY13 by 
12.1% & 7.2% respectively and target price to Rs1,050/share from Rs1,140/share 

 
Details in our report ‘Mundra losses factored in price’ dated September 21, 2011

Target price Rs1,050 

Earnings revision 
(%) FY12E FY13E 
Sales ↓  5.2 ↓  7.9 
EBITDA ↓  5.3 ↓  6.3 
EPS ↓12.1 ↓  7.2 
 
Target price revision 
Rs1,050 from Rs1,140 
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Recent reports/updates 
Analyst Company/Sector Date 
Prakash / /Vivek/Aniruddha Tata Power: Mundra losses factored in price Sept 21 
Vikash / Satish Subscriber watch (Aug ’11): Subscriber additions slump to 5.4mn Sept 21 
Kuldeep / Krupal/ Varun Infosys: Commentary more measured than peers’ Sept 20 
Prakash / /Vivek/Aniruddha Power Grid: Not immune from sectoral issues Sept 16 
Prakash / /Vivek/Aniruddha Power Sector: Tariff hike: Good, persistence is the key Sept 15 
Kuldeep / Krupal/ Varun Infosys: The Strategic Imperatives Sept 13 
Krupal/ Varun Cement sector: Foundation for the next up-cycle Sept 13 
Vikash / Satish Zee Entertainment: Sports, more investments = more losses Sept 13 
Rohit Ahuja / Prolin Nandu Oil & Gas and Petrochemicals Monthly (September '11) Sept 9 
Kuldeep / Krupal/ Varun TCS: BUYers into weakness Sept 8 
Rohit/Prolin ONGC: Undemanding valuations Sept 8 
Abhijit / Neerav Hindalco: Utkal Alumina in quicksand – Part II Sept 7 
Abhijit / Neerav JSW Steel: Earnings visibility/risk-reward improves further Sept 5 
Chirag / Gagan Cipla: Signs of a succession plan and …. Aug 26 
Kuldeep / Krupal/ Varun MphasiS: Sandwiched at HP Aug 25 
Kuldeep / Krupal/ Varun Technology: BFSI: Medicine yesterday, poison today? Aug 25 
Prakash / /Vivek/Aniruddha Power Sector: SEBs – Three defaults and counting… Aug 25 
Abhijit / Neerav JSW Steel: Pricing in year long uncertainty in Karnataka Aug 22 
Kuldeep / Krupal/ Varun Infosys Technologies: Playing it safe Aug 22 
Vikash / Satish ZEEL: Zee Entertainment Enterprises Aug 18 
Vikash / Satish MTNL: Weak balance sheet, low revenue potential Aug 18 
Abhijit / Neerav Nalco: Favourably placed vs domestic peers Aug 17 
Vikash / Satish RCom: Dissapointment is a norm Aug 17 
Kuldeep / Krupal/ Varun Technology sector: The acquisition imperative Aug 17 
Shaleen Silori Unitech: Slowdown visible Aug 17 
Shaleen Silori HDIL: Strong headwinds – TDR volumes remain concern Aug 16 
Krupal/ Varun Jaiprakash Associates: Short-term pain; long-term growth intact Aug 16 
Abhijit / Neerav Hindalco: Project risks to create valuation overhang Aug 16 
Kuldeep / Krupal/ Varun Tech Mahindra: BT revenues at risk? Aug 12 
Rohit Ahuja / Prolin Nandu HPCL: Priced in Aug 12 
Abhijit / Neerav Tata Steel: Steady quarter Aug 12 
Rohit Ahuja / Prolin Nandu BPCL: Rising Uncertainty Aug 12 
Vikash / Satish TV18 Broadcast: Punished; value emerges Aug 12 
Chirag / Gagan Ranbaxy Laboratories: 10 burning questions on Lipitor, answered Aug 11 
Kuldeep / Krupal/ Varun Technology sector: The fallacy of growth Aug 11 
Prakash / /Vivek/Aniruddha Tata Power: Walking a tight rope Aug 11 
Chirag / Gagan GSK Pharma: Field force productivity still not optimal Aug 11 
Sanket / Vijit ABG Shipyard: Business case remains strong Aug 11 
Abhijit / Neerav Hindalco Industries: Risks abound Aug 9 
Kuldeep / Krupal/ Varun Mahindra Satyam: Good execution continues Aug 9 
Rohit Ahuja / Prolin Nandu Gujarat State Petronet: Preferred play on gas Aug 9 
Shaleen Silori Sobha Developers: H2FY12 looks promising Aug 9 
Kuldeep /Krupal/ Varun Technology sector: Keep your powder dry Aug 8 
Abhijit / Neerav Sesa Goa: Liberian acquisition raises concerns Aug 5 
Chirag / Gagan Cipla: Margin recovery strong and sustainable Aug 5 
Chirag / Gagan Ranbaxy Lab: Base business profitability under pressure Aug 5 
Krupal/ Kuldeep / Varun Educomp Solutions: Valuation support Aug 5 
Prakash / /Vivek/Aniruddha Adani Power: Downside risks persists Aug 5 
Abhijit / Neerav Usha Martin: Looking for volume triggers Aug 4 
Rohit Ahuja / Prolin Nandu Oil & Gas and Petrochemicals Monthly (August '11) Aug 4 
Prakash / /Vivek/Aniruddha Power Grid: Coal issues may hurt execution Aug 3 
Shaleen Silori DLF: Tough road ahead Aug 3 
Chirag / Gagan Cipla: Could be at an inflection point Aug 3 
Vikash / Satish Print: Digging their own grave; going the telecom way Aug 2 
Krupal / Varun Shree Cement: In line quarter Aug 2 
Shaleen Silori Prestige Estates: Looking forward to H2FY12 Aug 2 
Vikash / Satish Sun TV Network: Ad performance muted but still ahead of peers Aug 2 
Prakash / /Vivek Chambal Fertilisers: Strong tailwinds, upgrade for 50% return Aug 2 
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New I-Sec investment ratings (all ratings based on absolute return) 
BUY: >15% return; ADD: 5% to 15% return; Reduce: Negative5% to positive5% return; SELL: < negative 5% return 

 
 

ANALYST CERTIFICATION  
We /I, Prakash Gaurav Goel, CA; Vivek Sharma, PGDM; Aniruddha Mate, MBA (Finance), B.E. research analysts and the authors of this report, hereby certify that all 
of the views expressed in this research report accurately reflect our personal views about any and all of the subject issuer(s) or securities. We also certify that no part 
of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. Analysts aren't registered as research 
analysts by FINRA and might not be an associated person of the ICICI Securities Inc.   

Disclosures: 
ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing 
group.  We along with affiliates are leading underwriter of securities and participate in virtually all securities trading markets in India.  We and our affiliates have 
investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. Our research 
professionals provide important input into our investment banking and other business selection processes.  ICICI Securities generally prohibits its analysts, persons 
reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts 
cover. 
The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. 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. While we would endeavour to update the 
information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and employees (“ICICI Securities and affiliates”) 
are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from 
doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable 
regulations and/or ICICI Securities policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other 
circumstances. 
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. Though disseminated to all the customers simultaneously, not all 
customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. 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 may not be taken in substitution for the exercise of independent judgement by any 
recipient. The recipient should independently evaluate the investment risks. The value and return of investment may vary because of changes in interest rates, foreign 
exchange rates or any other reason. ICICI Securities 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. Forward-looking statements are 
not predictions and may be subject to change without notice.    
ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and 
affiliates might have received compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for 
services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. ICICI Securities and 
affiliates expect to receive compensation from the companies mentioned in the report within a period of three months following the date of publication of the research 
report for services in respect of public offerings, corporate finance, investment banking or other advisory services in a merger or specific transaction. It is confirmed 
that Prakash Gaurav Goel, CA; Vivek Sharma, PGDM; Aniruddha Mate, MBA (Finance), B.E.  research analysts and the authors of this report have not received any 
compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of 
ICICI Securities, which include earnings from Investment Banking and other business.  
ICICI Securities or its affiliates collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month 
preceding the publication of the research report.   
It is confirmed that Prakash Gaurav Goel, CA; Vivek Sharma, PGDM; Aniruddha Mate, MBA (Finance), B.E.  research analysts and the authors of this report or any of 
their family members does not serve as an officer, director or advisory board member of the companies mentioned in the report. 
ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities 
and affiliates may act upon or make use of information contained in the report prior to the publication thereof. 
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 ICICI Securities 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. 
This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical 
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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