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Qir. Ended Mar-06 Jun-06 Sep-06
Promoters 51.4 51.4 51.4
MF/Banks/Ins Co 158 8.0 8.0
FII/NRI/OCB 17.7 23.3 21.8
PCBs 3.1 3.9 4.8
Indian Public/Others 12.5 13.4 14.0

. SUMMARY |

Rs Mn Quarter Ended Year Ended (March)
Mar-06 Jun-06 Sep-06| 2006 2007E 2008E

Net Sales 1,725 2,050 3,007 | 7,774 10,064 13,194
YoY Gr. (%) (13.5) 6.5 36.8| (17.7) 29.5 31.1
Op. Profits 184 213 326 798 1,175 1,998
OPR. Marg.(%) 10.7 10.4 10.8 10.3 11.7 15.1
Net Profits 10 3 6) 8 84 663
Eq. Capital 466 466 466 466 466 466
Year Ended EPS ROCE RONW | P/E EV/Sales EV/EBDIT

(March) Rs.) (%) (%) (x) (x) (x)
2006 0.2 5.2 0.3 212.3 0.7 6.8
2007E 1.8 7.6 3.0 19.9 0.6 5.2
2008E 142  16.7 22.2 2.5 0.4 3.0

Nov 14,2006 Sensex : 13426

Analyst - Sameer Ranade

Nifty : 3866

SAMTEL COLOR LTD.

Blurred image...
Q2 FY 2007 update

Samtel Color Ltd. (SCL) reported a 37% YoY growth
in net salesto Rs 3 bn in Q2FY07. This was led by
strong growth in both exports and domestic
revenues.

While domestic revenues increased by 33% to Rs
2.4 bn, the slippage in exports was arrested as
export revenues rose by 54% to Rs 573 mn.

Domestic volumes rose by 40% to 1.5 mn units as
the company ramped up operations of the two
new lines. Export volumes however, fell by 9% to
0.4 mn units.

Export realisations rose substantially by 69% to
Rs 1,549/unit while domestic realisations fell by
5% to Rs 1,596/unit. Average realisations rose by
8% to Rs1,587/unit.

As a result of the higher expenses owing to the
new lines, operating margins rose by only 110
bps to 10.8%. Operating profits rose by 52% to Rs
326 mn.

Capital charges were higher owing to the
commissioning of the new lines. Interest costs
nearly doubled to Rs 168 mn while depreciation
charges increased by 23% to Rs 159 mn.

SCL reported a marginal profit of Rs 3 mn as
against aloss of Rs 1 mnin Q2FY06.

The CMP of Rs 36 discounts FYO8E EPS of Rs 14.2
by 2.5x. The stock trades at an EV/Sales of 0.4x and
EV/EBIDTA of 3x FYO8E. The company’s
performance has a high degree of sensitivity to
changes in realisations and operating levels.
Operations at the new lines are in process of being
ramped up and are in a high-risk, high-return zone.

Thus we maintain our ‘SELL’ recommendation and
will review the same as the new lines achieve
optimal operating levels.

CMP : Rs 36 Recomm : SELL
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' PERFORMANCE REVIEW |

SAMTEL COLOR LTD.

Average realisations witnessed a sharp jump during
the quarter as the shutdown of capacity globally
appears to have helped arrest the declining trend. Also,
in the domestic market, volume growth was aided by
incremental volumes from the new lines for 29” and
21" flat color picture tubes.

Volumes rose by 27% to 1.9 mn units, on back of a 40%
jump in domestic volumes to 1.5 mn units. Export
volumes fell 8.6% to 0.37 mn units.

The declining trend in global realisations was arrested
during the quarter and export realisations rose by 69%
to Rs 1,549/unit. Domestic realisations however, fell
by 5% to Rs 1,596/unit despite the higher realisations
for the new products viz. 29" flat and 21" flat CPTs
(Line 4 & 5). Average realisations rose by 7.8% to Rs
1,587/unit. Excluding the new lines, average
realisations would have been lower by ~5% at ~Rs
1,415/unit.

Line-4 and Line-5 operated at a capacity utilisation of
36% and 29% respectively with production of 0.13 mn
and 0.17 mn units. These are steadily being ramped
up. The two lines notched up revenues of Rs 764 mnin
the quarter resulting in average realisations of ~Rs
2,450/unit. As a result of teething problems and
stabilisation, the new lines collectively incurred a loss
of Rs 106 mn.

Production at the new lines should steadily be ramped
up during Q3FY07 and both lines should be fully
operational by Q4FY07. The higher realisations (~$65-
70/unit) should help improve profitability. However,
operations of the new units still under process of
stabilisation. Hence, any operational snags can sharply
impact performance. Thus, keeping in mind the high

sensitivity of revenues to its operations, we expect net
sales to grow by 29.5% in FY07 and by 31.1% in FY08 to
Rs 10 bn and Rs 13.2 bn respectively. Operating
margins should expand by 141 bps in FY07 and by 346
bpsin FY08 to 11.7% and 15.1% respectively.

The higher depreciation charges, interest costs on
account of the expansion and low operating levels at
the new lines will weigh on SCL's performance going
forward. However, partial benefits from the new lines
could accrue in FY07 and we expect net profits of Rs
84 mn and Rs 663 mn in FY07 and FY08 respectively.

The CMP of Rs 36 discounts FYOSE EPS of Rs 14.2 by
2.5x. The stock trades at an EV/Sales of 0.4x and EV/
EBIDTA of 3x FYO8E. While valuations are attractive, the
high degree of sensitivity on the downside to changes in
realisations and operating levels is expected to continue
impacting performance in the near term. Thus, we
maintain our ‘SELL recommendation and will review the
same as the new lines achieve optimal operating levels
going forward.
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'RESULTS TABLE | SAMTEL COLOR LTD.

Particulars (Rs mn) Quarter Ended Half Year Ended Yr Ended
30/09/06 | 30/09/05 Gr % | 30/09/06 | 30/09/05 Gr % | 31/03/06
Gross Sales 3,428 2,543 34.8 5,783 4,753 21.7 8,910
Less: Excise Duty 421 345 721 631 1,136
Net Sales 3,007 2,198 36.8 5,056 4,122 22.7 1,774
Exports 573 371 54.4 896 741 20.9 1,641
Domestic 2,434 1,827 33.2 4,160 3,381 23.0 6,133
Total expenditure 2,680 1,984 35.1 4,517 3,697 22.2 6,976
(Inc.)/dec.in stock-in-trade (154) 184 28 55 (51)
Materials 2,219 1,388 3,436 2,819 5,306
Staff Cost 209 151 38.7 374 307 21.9 636
Other expenditure 407 261 56.1 679 517 31.4 1,085
Operating profit 326 215 52.0 539 424 26.9 799
Other Income 3 1 312.5 5 42 (89.3) 54
PBDIT 329 215 53.0 543 467 16.4 852
Interest 168 88 91.1 261 178 46.4 350
Depreciation 159 129 23.2 282 256 10.2 508
PBT 3 1) 1 33 (97.3) (6)
Ext. Ord. Inc. - 21 - 3
Provision for tax 8 2 4 11)
Provision for deferred tax 1 - 1
Net Profits (6) 18 3) 28 8
Equity Capital (FV Rs 10) 466 466 466 466 466
Reserves (excl. rev. res.) 2,344
EPS for the period (Rs) 0.1) 0.4 0.1) 0.6 0.2
Diluted EPS (Rs) 14.6
Book Value (Rs) 60.3
OPM (%) 10.8 9.8 10.7 10.3 10.3
NPM (%) (0.2) 0.8 (0.1) 0.7 0.1
Expend. (% of net sales)
Materials 68.7 71.5 68.5 69.7 67.6
Staff Cost 7.0 6.9 1.4 7.4 8.2
Other expenditure 13.5 11.9 13.4 12.5 13.9
Production volumes (‘000 nos) 1,921 1,394 37.8 3,360 2,722 23.4 5,425
Capacity (‘000 nos) 9,400 5,600 5,300 5,300 5,600
Capacity utilisation (%) 81.7 99.6 126.8 102.7 96.9
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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,
ordeal 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
ofthis 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.
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