
  

                     Investment View – Buy Crompton Greaves; TP Rs.320 

Crompton Greaves is recommended to buy with a one year target price of Rs.320, an appreciation of 30% over the 
current price of Rs.247.
 

Expansion Key To Re-rating

Among world's fastest growing T&D equipment manufacturers

• Crompton Greaves, market leader in the Indian transformer market and a significant participant in European and American 
T&D space through Pauwels and Ganz, is among the best plays on global T&D spend. With a capacity of 70,000 MVA 
and projected earnings CAGR of 23.8% over FY09-12E, the company is among world's fastest growing transformer 
manufacturers.

Crompton ahead of competition in 765 KV segment

• Indian transformer market, currently at around 160 GVA, is expected to grow at around 15% over next three years. Growth 
is expected to be faster in 400 KV / 765 KV systems as bulk of inter-regional transmission capacity expansion, from 20 
GW (FY10) to 38 GW (FY12), is based on high voltage systems. 

• Demand for 765 KV transformers is pegged at 51 GVA in the 11th Five-Year Plan, from 2 GV in the 10th Plan. Crompton 
Greaves is market leader in transformer – reactor segment with over 40% market share.

Margins to drive earnings

• Pauwels and Ganz, the wholly-owned subsidiaries, have strong presence in their respective markets (Parts of Europe and 
US) and will continue to participate in the growth of these regions by maintaining a steady market share. In the near term, 
international operations will witness moderate growth due to slowdown in sales of distribution transformers (1/3rd of 
international sales), even as power transformer sales are expected to remain strong in the next couple of years.

Why BUY Crompton Greaves?

• International business to sustain growth: There are concerns about the company's ability to sustain growth momentum in 
the international business. 

• We believe Pauwels and Ganz have strong presence in their respective markets and will be able to grow at a reasonable 
pace. 

•  Best placed in the fast-growing 765 KV market: Crompton Greaves is the first Indian company to receive orders for 765 
KV transformers. 

• The segment is expected to grow rapidly (demand to go up to 50,000 MVA in the 11th Five Year Plan). This will ensure 
the company maintains strong domestic market growth. 

•  Acquisitions in the areas of automation will likely propel growth further and provide the trigger to re-rate the stock. 



Earnings Outlook; pace of earnings maintained

• We expect Crompton Greaves to post earnings CAGR of 23.8% over FY09-12E.

• The company's earnings have maintained pace in the past two years, outperforming peers despite industrial slowdown. 
Faster recovery in Europe and North America can provide upside to earnings in FY11E.

Key earnings drivers

• We expect strong volume growth in domestic business; led by power and consumer segments. Industrial products business 
is showing signs of recovery and will contribute to growth in 2HFY10 and FY11. Despite intensifying competition in the 
power T&D business, particularly transformers, the company has improved margins considerably in FY10. Though there 
is limited upside to margins from the prevailing level, the company is best positioned to maintain them based on better-
cost structure and a high degree of indigenization.

• Earnings in international business will largely be driven by margin expansion, even as volume growth is expected to be 
muted.
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