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BUY 

Price 
Rs363 

Target Price
Rs442

Sensex 19,014

Price Performance 
(%) 1M 3M 6M 12M 

Absolute (7) 0 (3) 3 

Rel. to Sensex (6) (5) (21) (23) 

Source: Capitaline 

Stock Details 
Sector Engines

Reuters GRVC.BO

Bloomberg  GRV@IN

Equity Capital (Rs mn) 488

Face Value (Rs) 10

52 Week H/L Rs422/230

Market Cap (Rs bn) 17.7

Daily Avg Vol. (No of shares)  54940

Daily Avg Turnover (US$mn) 0.4

Shareholding Pattern (%) 

 

Promoters 45.5

FII/NRI 0.5

Institutions 25.7

Private Corp. 11.8

Public 16.6

 

 

Greaves Cotton 
Attractive valuation 
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Greaves Cotton Limited (GCL) reported results broadly in-line with our 
expectations. Though the infrastructure equipment division reported robust 
growth, engines segment reported subdued numbers. We believe the key trigger 
for the stock going ahead will be the success of the twin engine cylinder that the 
company has launched. We maintain BUY with target price of Rs.442 

Infrastructure business maintains strong growth 

Infrastructure business division registered 55.8% and 69.5% increase in revenues and 
PBIT respectively. Revenue from the segment stood at Rs.877.1mn in Q2FY08 
compared to Rs.562.8mn in Q2FY07. With continuing demand from the construction 
boom, we expect this division to be the growth driver in the coming years.   

Engines business – yet a another quarter of subdued performance  

Engines division reported decline in revenues of 3.7% during the quarter due to 
slowdown in the automotive engines. Automotive engine that represents ~60% of the 
total engines sales has de-grown due to lower growth in the three wheeler industry. The 
company has launched its twin engine cylinder used for four wheeler Small Commercial 
Vehicle (SCV) which will be the growth driver going ahead.  

Margins take a hit due to decline in the margins of the engines segment 

During Q2FY08, GCL’s EBITDA declined by 9.4% to Rs.429.4mn. EBITDA margins 
declined by 210bps to 12.5%, primarily due to decline in the margins of the engines 
segment. Due to lower sales and high operating leverage, PBIT of engines segment 
were down from Rs.441.1mn in Q2FY07 to Rs.327.4mn in Q2FY08. However,
infrastructure equipment division reported EBIT expansion of 121bps to 13.1%. 

Higher return ratio  

Greaves will generate RoE of 39.5% and ROCE of 39.5% in FY08E and shall improve 
once the Aurangabad facility attains full capacity utilisation. We believe strong cash 
flows and higher return ratios warrants for a higher valuation multiple. 

Maintain BUY with Target price of Rs. 442 

We expect the company to report revenue of Rs.15.4bn in FY08 as compared to 
Rs.121.1bn. A large part of the growth will be driven by the infrastructure equipment 
division. We expect the company to report revenues of Rs.15.4bn in FY08 and net profit 
of Rs.1.3bn. The stock trades at 13.2x FY08 earnings. We maintain BUY with target 
price of Rs.442. 

 

 

Financials (Rsmn) 

  Net EBITDA   AEPS RoCE EV/ P/BV  Div Yld P/E  
YE-Jun Sales (Core) (%) APAT (Rs) (%) EBITDA (x) (%) (x) 

FY05 6523 940 14.4 484 10.6 36.5 16.3 11.6 1.9 32.0 

FY06 9396 1325 14.1 768 15.7 44.0 12.8 8.2 1.9 21.6 

FY07 12158 1621 13.3 1223 25.0 40.0 10.0 6.3 2.1 13.6 

FY08E 15437 2194 14.2 1338 27.4 37.7 6.7 4.8 3.3 11.5 
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Tie-up with OEMs will be the future growth drivers 

The management of GCL is evaluating options of supplying the twin cylinder engine to 
various other OEMs apart from Piaggio. The company has already undertaken a capex 
of Rs.600mn by setting up a plant at Aurangabad. We believe tie-up with new OEMs for 
supply of SCV engines will be the growth driver for the company in the medium term.  

Y/E June Q2FY08 Q2FY07 % chng 

Revenue 3422.5 3233.3 5.9 

Expense 2993.1 2759.1  

EBITDA 429.4 474.2 -9.4 

EBITDA % 12.5 14.7 -2.1 

Other income 21 27.9  

Depreciation 50.8 38.9  

PBIT 399.6 463.2  

Interest 49.4 51.4  

PBT 350.2 411.8 -15.0 

Tax 55.6 113.6  

% of PBT 15.9 27.6  

PAT 294.6 298.2 -1.2 

 

Y/E June Q2FY08 Q2FY07 % chng 

Engines 2467.9 2563.1 -3.7 

Infrastructure 877.1 562.8 55.8 

Others 78.3 134.9 -42.0 

    

PBIT    

Engines 327.4 444.1 -26.3 

Infrastructure 114.6 67.6 69.5 

Others 29.4 12 145.0 

    

PBIT%    

Engines 13.3 17.3  

Infrastructure 13.1 12.0  

Others 37.5 8.9  

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and may not be reproduced or redistributed to any other person. The 
manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including the United States. Persons into whose possession this document 
may come are required to inform themselves of, and to observe, such restrictions. This material is for the personal information of the authorized recipient, and we are not soliciting any action 
based upon it. This report is not to be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. No 
person associated with Emkay Share & Stock Brokers Ltd is obligated to call or initiate contact with you for the purposes of elaborating or following up on the information contained in this 
document. The material is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon. Neither Emkay Share & 
Stock Brokers Ltd, nor any person connected with it, accepts any liability arising from the use of this document. The recipient of this material should rely on their own investigations and take 
their own professional advice. Opinions expressed are our current opinions as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information 
discussed in this material, there may be regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking 
statements are not predictions and may be subject to change without notice. We and our affiliates, officers, directors, and employees world wide, including persons involved in the preparation 
or issuance of this material may; (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies) mentioned herein or (b) be engaged in any other 
transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or may perform or 
seek to perform investment banking services for such  company(ies)or act as advisor or lender / borrower to such company(ies) or have other potential conflict of interest with respect to any 
recommendation and related information and opinions. The same persons may have acted upon the information contained here. No part of this material may be duplicated in any form and/or 
redistributed without Emkay Share & Stock Brokers Ltd'sprior written consent. No part of this document may be distributed in Canada or used by private customers in the United Kingdom. In 
so far as this report includes current or historical information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed. 
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