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The company reported ~17% y-y sales growth in Q2FY12 on a standalone basis, which was in line with our 
expectations. Net income on a standalone basis grew ~ 46% y-y with other income of INR130 mn. Excluding other 
income, PAT was below our estimates. The slowdown in the auto sector, especially passenger car segment, has 
impacted engineering and metal formed product business. Finance and insurance business were profitable in Q2. 
Our estimates, price target and rating are under review. 
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Auto slowdown impacts engineering and metal formed product business 

Key takeaways from Q2FY12 results  

Standalone business performance 

On a standalone basis, the company reported net sales of INR 8463 mn in line with our expectation. This represents ~ 17.3% y-y 
growth. Gross margin dropped 160 bps y-y but increased by 90 bps Q-Q as steel prices have started coming down. Standalone PAT 
was at INR 451 mn, representing 46.3% y-y growth. The company reported other income of INR 130 mn which is very high, so 
excluding other income, PAT is ~ 14.5% below our expectation.  

Slowdown in auto sector – impacted engineering and metal formed product business 

As per management, growth in the auto sector declined, particularly in the passenger car segment, which registered negative growth 
of 8% y-y in Q2FY12 against 18% y-y in Q1FY12. This impacted growth in turnover in the engineering business and metal formed 
product business. Motor cycles grew by 17% in Q2FY12 which to some extent negated the impact due to the slowdown in the 
passenger car segment.  

Segmental Performance 

Cycle business - Net sales grew at ~ 14.6%, better than our expectation but demand for cycles continued to be sluggish. This 
resulted in pressure on margin.  Segment reported EBIT margin of 6.6%, lower by 30 bps Q-Q and 10 bps y-y. Volume in Q2 was flat 
Q-Q which was mainly on account of flood in East India and drop in secondary sales across regions. During the quarter, the 
company continued its retail thrust and opened 55 retail outlets under various format. Total number of retail formats reached 737 
stores. ~ 25% of total revenue of this segment is derived through these company retail stores. Electric scooter business 
registered growth of 79% y-y in Q2FY12 on small base of Q2FY11 and 7% y-y for H1FY12. 

Engineering Business - Net sales registered growth of ~ 18.7% which was in line with our expectations. Precision Tubes (cold drawn 
welded and electric resistance welded tubes) reported 11% volume growth, mainly affected by negative growth of passenger car 
segment. The tubular components segment recorded growth of 14% during the quarter.  

Metal Formed Products Business – Net sales grew by ~ 19.4% which is lower than our expectation. This segment was reporting 
growth rates in the thirties over the past 6 quarters. Volumes of automotive chain grew by 16% and automotive chain by 17%. Export 
of industrial chains registered growth of 56% mainly due to higher sales of industrial chains in the European market and better off-
take from OEMs in the US. The products for the railway segment grew significantly registering 86% growth in volumes. The door-
frame segment volumes registered negative growth of 17%. 

Consolidated business performance 

On a consolidated basis, the company reported net sales of INR 15013 mn, growth of ~ 27% y-y. Net income was reported at INR 
622 mn, which represents growth of ~ 21% y-y. Cholamandalam Investment and Finance (subsidiary) reported achieved PBT of INR 
660 mn which represents ~ 69% y-y growth. Cholamadalam MS general Insurance (subsidiary) recorded significant growth of ~ 50% 
in gross written premium and achieved PBT of INR 78 mn. Financiere C 10 (overseas subsidiary manufacturing Industrial chains) 
grew by 23% y-y and reported net sales INR 1140 mn and PBT INR 30 mn.  
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Exhibit 1: Standalone performance 

INR mn Q2FY11 Q2FY12 
y-y  

Increase Q1FY12 
Q-Q 

Increase 

Net Sales 7,215 8,463 17% 8,694 -3% 
Other Operating Income 38 56 48% 49 15% 
Total Income from operation 7,253 8,519 17% 8,743 -3% 
Cost of Goods Sold 4,352 5,248 21% 5,463 -4% 
Gross Profit 2,900 3,271 13% 3,280 0% 
      Gross margin 40.2% 38.7% (155) bps 37.7% 92 bps 
 Employees cost 580 664 15% 617 8% 
Other Expenditure 1,486 1,775 19% 1,636 8% 
EBITDA 834 833 0% 1,026 -19% 
      EBITDA margin 11.5% 9.8% (173) bps 11.7% (196) bps 
Depreciation 165 182 10% 183 -1% 
EBIT 670 651 -3% 843 -23% 
Interest 150 176 18% 155 14% 
Other income -17 130 -880% 12 950% 
PBT 503 605 20% 701 -14% 
Provision for Taxation 195 153 -21% 201 -23% 
    Effective tax rate 38.7% 25.4% (1332) bps 28.6% (325) bps 
PAT 309 451 46% 500 -10% 
    PAT margin 4.3% 5.3% 104 bps 5.7% (42) bps 
EPS (INR) 1.67 2.43 46% 2.69 -10% 

Source: Company data, Nomura research 

 

Exhibit 2: Consolidated Segmental Performance 

INR mn Q2FY11 Q2FY12 
y-y  

Increase Q1FY12 
Q-Q 

Increase 
Revenue           
Cycles/Components/EScooters 2793  3200  15% 3183  1% 
Engineering 2985  3542  19% 3597  -2% 
Metal Formed Products 1736  2072  19% 2328  -11% 
Insurance 1471  2127  45% 1864  14% 
Other Financial Services 3003  4170  39% 3634  15% 
            
EBIT           
Cycles/Components/EScooters 188  211  12% 220  -4% 
Engineering 272  286  5% 348  -18% 
Metal Formed Products 220  256  17% 327  -22% 
Insurance 77  78  1% 67  17% 
Other Financial Services 395  660  67% 570  16% 
            
EBIT Margin           
Cycles/Components/EScooters 6.7% 6.6% (15) bps 6.9% (33) bps 
Engineering 9.1% 8.1% (104) bps 9.7% (160) bps 
Metal Formed Products 12.7% 12.4% (28) bps 14.1% (168) bps 
Insurance 5.3% 3.7% (157) bps 3.6% 8 bps 
Other Financial Services 13.1% 15.8% 268 bps 15.7% 15 bps 

Source: Company data, Nomura research 

Note: Ratings and Price Targets are as of the date of the most recently published report 
(http://go.nomuranow.com/research/globalresearchportal) rather than the date of this email. 
  
New force in Research: Global from east to west 
   
Nomura Equity Research website:  http://go.nomuranow.com/research/globalresearchportal  

http://go.nomuranow.com/research/globalresearchportal�
http://go.nomuranow.com/research/globalresearchportal�
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Nomura Strategy website:  https://apps.nomuranow.com/EQS  
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We, Saion Mukherjee and Lalit Kumar, hereby certify (1) that the views expressed in this Research report accurately reflect our personal views about any or 
all of the subject securities or issuers referred to in this Research report, (2) no part of our compensation was, is or will be directly or indirectly related to the 
specific recommendations or views expressed in this Research report and (3) no part of our compensation is tied to any specific investment banking 
transactions performed by Nomura Securities International, Inc., Nomura International plc or any other Nomura Group company.  

 
Issuer Specific Regulatory Disclosures 
Mentioned companies 
  
Issuer name Ticker Price Price date Stock rating Disclosures 
Tube Investments Of India  TI IN  142.1 INR  02 Nov 2011  Buy    
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Issuer name Previous Rating Date of change 
Tube Investments Of India  Not Rated  08 Feb 2011  
 

 

Tube Investments Of India (TI IN) 142.1 INR (02 Nov 2011)  
Rating and target price chart (three year history) 
 

Buy 

 

Date Rating Target price Closing price 
08-Feb-2011 

 
184.00 130.00 

08-Feb-2011 Buy 
 

130.00 
 

For explanation of ratings refer to the stock rating keys located after chart(s) 
 

Valuation Methodology Our INR184 target price is based on a SOTP valuation. We use a 13.5x one-year forward P/E multiple on standalone one-year 
forward EPS of INR10.93 for the core business. The 60% stake in Cholamandalam Finance is valued at a 40% holding discount to its market cap of 
INR16,483mn. We believe the 13.5x one-year forward P/E multiple for the standalone business is justified as it has high-quality and high-ROCE bicycle 
business and engineering & metal-form businesses, where the company has a dominant market share. We have not assigned any value to the general 
insurance business, in which the company holds a 74% stake and market share of 2.3% in FY10. 
Risks that may impede the achievement of the target price Slowdown in GDP growth in India: Growth of the auto industry in India largely depends on 
GDP growth; hence, any slowdown in GDP growth may have a negative impact on the company’s prospects. Increase in interest rates in India: The auto-
industry in India is sensitive to interest rates; hence, an increase in interest rates could impair the growth of the company. 

 
Important Disclosures 
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difficulties with the website, please email grpsupport-eu@nomura.com for technical assistance. 
  
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total revenues, a portion of 
which is generated by Investment Banking activities. Unless otherwise noted, the non-US analysts listed at the front of this report are not registered/qualified 
as research analysts under FINRA/NYSE rules, may not be associated persons of NSI, and may not be subject to FINRA Rule 2711 and NYSE Rule 472 
restrictions on communications with covered companies, public appearances, and trading securities held by a research analyst account. 
  
Industry Specialists identified in some Nomura International plc research reports are employees within the Firm who are responsible for the sales and trading 
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Distribution of ratings (Global) 
The distribution of all ratings published by Nomura Global Equity Research is as follows: 
49% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 41% of companies with this rating are 
investment banking clients of the Nomura Group*. 
41% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 50% of companies with this rating are 
investment banking clients of the Nomura Group*.  
10% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 20% of companies with this rating are 
investment banking clients of the Nomura Group*. 
As at 30 September 2011. *The Nomura Group as defined in the Disclaimer section at the end of this report. 
  
Explanation of Nomura's equity research rating system in Europe, Middle East and Africa, US and Latin America for ratings 
published from 27 October 2008 
The rating system is a relative system indicating expected performance against a specific benchmark identified for each individual stock. Analysts may also 
indicate absolute upside to target price defined as (fair value - current price)/current price, subject to limited management discretion. In most cases, the fair 
value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate valuation methodology such as discounted cash 
flow or multiple analysis, etc. 
 
STOCKS 
A rating of 'Buy', indicates that the analyst expects the stock to outperform the Benchmark over the next 12 months. A rating of 'Neutral', indicates that the 
analyst expects the stock to perform in line with the Benchmark over the next 12 months. A rating of 'Reduce', indicates that the analyst expects the stock to 
underperform the Benchmark over the next 12 months. A rating of 'Suspended', indicates that the rating, target price and estimates have been suspended 
temporarily to comply with applicable regulations and/or firm policies in certain circumstances including, but not limited to, when Nomura is acting in an 
advisory capacity in a merger or strategic transaction involving the company. 
Benchmarks are as follows: United States/Europe: Please see valuation methodologies for explanations of relevant benchmarks for stocks (accessible 
through the left hand side of the Nomura Disclosure web page: http://go.nomuranow.com/research/globalresearchportal);Global Emerging Markets (ex-
Asia): MSCI Emerging Markets ex-Asia, unless otherwise stated in the valuation methodology. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next 12 months. A 'Neutral' stance, indicates that the 
analyst expects the sector to perform in line with the Benchmark during the next 12 months. A 'Bearish' stance, indicates that the analyst expects the sector 
to underperform the Benchmark during the next 12 months. 
Benchmarks are as follows: United States: S&P 500; Europe: Dow Jones STOXX 600; Global Emerging Markets (ex-Asia): MSCI Emerging Markets ex-
Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published from 30 October 
2008 and in Japan from 6 January 2009 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Target Price - Current Price) / Current Price, subject to 
limited management discretion. In most cases, the Target Price will equal the analyst's 12-month intrinsic valuation of the stock, based on an appropriate 
valuation methodology such as discounted cash flow, multiple analysis, etc. 
A 'Buy' recommendation indicates that potential upside is 15% or more. A 'Neutral' recommendation indicates that potential upside is less than 15% or 
downside is less than 5%. A 'Reduce' recommendation indicates that potential downside is 5% or more. A rating of 'Suspended' indicates that the rating and 
target price have been suspended temporarily to comply with applicable regulations and/or firm policies in certain circumstances including when Nomura is 
acting in an advisory capacity in a merger or strategic transaction involving the subject company. 
Securities and/or companies that are labelled as 'Not rated' or shown as 'No rating' are not in regular research coverage of the Nomura entity identified in the 
top banner. Investors should not expect continuing or additional information from Nomura relating to such securities and/or companies. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute 
recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under 
coverage is) a negative absolute recommendation. 
  
Explanation of Nomura's equity research rating system in Japan published prior to 6 January 2009 (and ratings in Europe, Middle 
East and Africa, US and Latin America published prior to 27 October 2008) 
STOCKS 
A rating of '1' or 'Strong buy', indicates that the analyst expects the stock to outperform the Benchmark by 15% or more over the next six months. A rating of 
'2' or 'Buy', indicates that the analyst expects the stock to outperform the Benchmark by 5% or more but less than 15% over the next six months. A rating of 
'3' or 'Neutral', indicates that the analyst expects the stock to either outperform or underperform the Benchmark by less than 5% over the next six months. A 
rating of '4' or 'Reduce', indicates that the analyst expects the stock to underperform the Benchmark by 5% or more but less than 15% over the next six 
months. A rating of '5' or 'Sell', indicates that the analyst expects the stock to underperform the Benchmark by 15% or more over the next six months. 
Stocks labeled 'Not rated' or shown as 'No rating' are not in Nomura's regular research coverage. Nomura might not publish additional research reports 
concerning this company, and it undertakes no obligation to update the analysis, estimates, projections, conclusions or other information contained herein. 
 
SECTORS 
A 'Bullish' stance, indicates that the analyst expects the sector to outperform the Benchmark during the next six months. A 'Neutral' stance, indicates that the 
analyst expects the sector to perform in line with the Benchmark during the next six months. A 'Bearish' stance, indicates that the analyst expects the sector 
to underperform the Benchmark during the next six months. 
Benchmarks are as follows: Japan: TOPIX; United States: S&P 500, MSCI World Technology Hardware & Equipment; Europe, by sector - 
Hardware/Semiconductors: FTSE W Europe IT Hardware; Telecoms: FTSE W Europe Business Services; Business Services: FTSE W Europe; Auto & 
Components: FTSE W Europe Auto & Parts; Communications equipment: FTSE W Europe IT Hardware; Ecology Focus: Bloomberg World Energy Alternate 
Sources; Global Emerging Markets: MSCI Emerging Markets ex-Asia. 
 
Explanation of Nomura's equity research rating system for Asian companies under coverage ex Japan published prior to 30 
October 2008 
STOCKS 
Stock recommendations are based on absolute valuation upside (downside), which is defined as (Fair Value - Current Price)/Current Price, subject to limited 
management discretion. In most cases, the Fair Value will equal the analyst's assessment of the current intrinsic fair value of the stock using an appropriate 
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valuation methodology such as Discounted Cash Flow or Multiple analysis etc. However, if the analyst doesn't think the market will revalue the stock over the 
specified time horizon due to a lack of events or catalysts, then the fair value may differ from the intrinsic fair value. In most cases, therefore, our 
recommendation is an assessment of the difference between current market price and our estimate of current intrinsic fair value. Recommendations are set 
with a 6-12 month horizon unless specified otherwise. Accordingly, within this horizon, price volatility may cause the actual upside or downside based on the 
prevailing market price to differ from the upside or downside implied by the recommendation. 
A 'Strong buy' recommendation indicates that upside is more than 20%. A 'Buy' recommendation indicates that upside is between 10% and 20%. A 'Neutral' 
recommendation indicates that upside or downside is less than 10%. A 'Reduce' recommendation indicates that downside is between 10% and 20%. A 'Sell' 
recommendation indicates that downside is more than 20%. 
 
SECTORS 
A 'Bullish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a positive absolute 
recommendation. A 'Neutral' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under coverage is) a 
neutral absolute recommendation. A 'Bearish' rating means most stocks in the sector have (or the weighted average recommendation of the stocks under 
coverage is) a negative absolute recommendation. 
  
Target Price 
A Target Price, if discussed, reflect in part the analyst's estimates for the company's earnings. The achievement of any target price may be impeded by 
general market and macroeconomic trends, and by other risks related to the company or the market, and may not occur if the company's earnings differ from 
estimates.  
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(‘BNF’), regulated by the Autorité des marches financiers and the Autorité de Contrôle Prudentiel; NIplc, Dubai Branch (‘NIplc, Dubai’); NIplc, Madrid Branch 
(‘NIplc, Madrid’) and NIplc, Italian Branch (‘NIplc, Italy’). 
This material is: (i) for your private information, and we are not soliciting any action based upon it; (ii) not to be construed as an offer to sell or a solicitation of 
an offer to buy any security in any jurisdiction where such offer or solicitation would be illegal; and (iii) based upon information from sources that we consider 
reliable, but has not been independently verified by Nomura Group. 
Nomura Group does not warrant or represent that the document is accurate, complete, reliable, fit for any particular purpose or merchantable and does not 
accept liability for any act (or decision not to act) resulting from use of this document and related data. To the maximum extent permissible all warranties and 
other assurances by Nomura group are hereby excluded and Nomura Group shall have no liability for the use, misuse, or distribution of this information. 
Opinions or estimates expressed are current opinions as of the original publication date appearing on this material and the information, including the opinions 
and estimates contained herein, are subject to change without notice. Nomura Group is under no duty to update this document. Any comments or statements 
made herein are those of the author(s) and may differ from views held by other parties within Nomura Group. Clients should consider whether any advice or 
recommendation in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. Nomura Group 
does not provide tax advice.  
Nomura Group, and/or its officers, directors and employees, may, to the extent permitted by applicable law and/or regulation, deal as principal, agent, or 
otherwise, or have long or short positions in, or buy or sell, the securities, commodities or instruments, or options or other derivative instruments based 
thereon, of issuers or securities mentioned herein. Nomura Group companies may also act as market maker or liquidity provider (as defined within Financial 
Services Authority (‘FSA’) rules in the UK) in the financial instruments of the issuer. Where the activity of market maker is carried out in accordance with the 
definition given to it by specific laws and regulations of the US or other jurisdictions, this will be separately disclosed within the specific issuer disclosures.  
This document may contain information obtained from third parties, including ratings from credit ratings agencies such as Standard & Poor’s. Reproduction 
and distribution of third party content in any form is prohibited except with the prior written permission of the related third party. Third party content providers 
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