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Key points 
 Consolidated volumes up 31.1% 

yoy led by growth across segments 
except USA  

 Realization declined 26.2% yoy due 
to fall in input cost 

 Change in method of depreciation 
from WDV to SLM 

CMP Rs125
Reuters code EKCL.BO
Bloomberg code EKCL IB
Shares o/s (mn) 101
Mkt Cap Rs13bn/US$0.3bn
52 wk high / Low Rs238/108
Avg daily trad vol 1.52(mn shs)
BSE Sensex 16,388
Nifty 4,917
Shareholding pattern

Performance

Share price movement

Others
18%BFIs/MF

2%

FIIs
20%

Promoter
60%

6.3

14.3

-30.0

-13.3

15.1

14.6

-42.0

-7.6

-60.0 -40.0 -20.0 0.0 20.0

1m

3m

12m

YTD

Absolute Relative to Sensex

0
50

100
150
200
250

A
pr

-0
9

M
ay

-0
9

Ju
l-

09

A
u

g-
09

O
ct

-0
9

D
ec

-0
9

Ja
n

-1
0

M
ar

-1
0

M
ay

-1
0

(Rs)

 

Volumes on up tick but margin under pressure;  
one time adjustments boost profit 
Everest Kanto Cylinders (EKCL) declared its 4QFY10 and annual 
results. The following are the key highlights 
4QFY10 highlights 

 The consolidated net sales declined 3.2% yoy to Rs1.89bn led by 31.1% 
volume growth and 26.2% decline in realization. 

 The consolidated volumes stood at 202,977 cylinders. The volumes in 
India grew 38.3% yoy to 140,505 cylinders, while that in Dubai grew by 
11.4% yoy to 55,430 cylinders and in China it grew by 115.6% yoy to 
6,782 cylinders. However they declined 25.3% yoy in USA to 260 
cylinders.  

 The consolidated average realizations stood at Rs9, 349 per cylinder as 
compared to Rs12, 664 same period last year. The decline was mainly 
due to falling input cost. The realizations excluding jumbo cylinders 
stood at Rs7, 505 per cylinder (down 29.8% yoy). In terms revenue-
mix, CNG cylinders accounted 64%, followed by jumbo and industrial 
cylinders accounting 20% and 16% respectively.   

 The revenues from India grew 23.2% yoy to Rs902mn led by revival in 
off take of cylinders from OEMs.  CNG cylinders accounted 46% in 
volumes and 65% in value of Indian operations in the quarter. 

 The revenues from UAE declined 19.9% yoy to Rs766mn led by 28.1% 
decline in realization. Revenues from CP Industries, USA grew 21.5% 
yoy to Rs376mn led by 62.6% realization growth. Revenues from China 
stood at Rs26mn.  

 The company reported loss at the EBIDTA level mainly due to increase 
in raw material cost (due to high cost inventory). The forex gain in the 
quarter stood at Rs104mn on account of translation adjustments.  

 The EBIT margin was negative across all segments except UAE. While 
they stood at 6.5% in UAE; in India, China and USA they stood at -4%, 
-29% and -25.6% respectively. 

 Net profit adjusting for change in depreciation policy from existing 
WDV to SLM, stood at Rs289.1mn.* Please refer below 

FY10 highlights 
 The consolidated net sales declined 23.7% yoy to Rs6.57bn due to 

23.2% decline in realizations. The volumes declined marginally 0.6% 
yoy to 687,213 cylinders.   

 EBIDTA margin declined 2180bps yoy to 9.6%. Consequently EBIDTA 
delcined76.7% yoy to Rs630mn. 

 * EKCL changed its depreciation policy from existing WDV to SLM. 
Consequently, the profit for the year was higher by Rs461mn on 
account of a) surplus of Rs294.3.mn (net of tax) in respect of earlier 
years credited to P&L account and b) depreciation for the current year 
being lower by Rs218mn.   

 The forex gain in FY10 stood at Rs223mn against loss of Rs188mn on 
account of translation adjustments. 

 Net profit declined 69.9% yoy to Rs414.3mn, translating into an EPS of 
Rs4.1. The company would have reported net loss of Rs46.5mn without 
adjusting for change in depreciation policy. 

 
We will release detailed update post conference call scheduled on 
27th May 2010. 

 

Please refer last page for disclaimer and rating explanation   Bloomberg code ASSB<GO> 
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Exhibit 1 - Volume-mix  
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Exhibit 2 - Realization and EBIDTA (Consolidated basis) 
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Exhibit 3 - Consolidated EBIDTA margin 
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Exhibit 4 - Consolidated Volumes 
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Exhibit 5 - India Volumes 
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Exhibit 6 - UAE Volumes 
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Exhibit 7 - USA volumes 
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Source: Company, Alchemy Research 
 
Exhibit 8 - China Volumes 
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Exhibit 9 - Quarterly results 
(Rs mn) Mar-09 Jun-09 Sep-09 Dec-09 Mar-10
Net Sales 1961.3 1530.0 1449.3 1693.8 1897.6

YoY (%) 19.9 (19.1) (34.4) (32.3) (3.2)

QoQ (%) (21.6) (22.0) (5.3) 16.9 12.0

Total Expenditure 1551.7 1198.7 1287.8 1482.1 1971.6

Raw Material Consumed 1492.4 820.1 1001.0 1319.1 993.5

Stock Adjustment (403.1) (30.3) (148.0) (270.1) 343.4

Purchase of traded goods 2.2 0.0 0.0 0.0 149.3

% of sales 55.7 51.6 58.9 61.9 78.3

YoY (%) 23.8 (5.6) (5.3) (3.5) 36.2

QoQ (%) 0.4 (27.6) 8.0 23.0 41.7

Employee Expenses 145.3 176.2 198.0 210.8 193.3

% of sales 7.4 11.5 13.7 12.4 10.2

YoY (%) 133.6 27.2 16.3 1.8 33.0

QoQ (%) (29.8) 21.3 12.4 6.5 (8.3)

Other Expenses 314.9 232.7 236.8 222.3 292.1

% of sales 16.1 15.2 16.3 13.1 15.4

YoY (%) 22.3 (15.5) (30.5) (44.3) (7.2)

QoQ (%) (21.0) (26.1) 1.8 (6.1) 31.4

Operating Profit 409.6 331.3 161.5 211.7 (74.0)

OPM (%) 20.9 21.7 11.1 12.5 (3.9)

YoY (bps) (565.1) (1222.3) (2498.1) (1988.3) (2478.2)

YoY (%) (5.6) (48.3) (79.8) (73.9) (118.1)

Forex loss/(gain) 32.2 95.4 (13.6) 37.7 104.0

Other Income 11.8 10.6 19.0 12.0 (30.2)

Interest 54.1 37.4 29.6 27.4 19.1

YoY (%) 1287.2 (62.6) (37.3) (61.1) (64.7)

Depreciation 204.7 186.3 198.4 200.0 (15.9)

YoY (%) 420.9 54.6 27.1 (5.4) (107.8)

PBT 194.8 213.6 (61.1) 34.0 (3.4)

Tax (80.7) 47.6 (6.1) 19.8 (6.5)

Tax / PBT (%) (41.4) 22.3 10.0 58.2 191.2

Prior Period adjustments (66.0) 0.0 0.0 0.0 286

PAT 209.5 166.0 (55.0) 14.2 289.1

NPM (%) 10.7 10.8 (3.8) 0.8 (0.3)

YoY (%) (33.7) (52.6) (112.7) (96.3) (102.5)

QoQ (%) (45.1) (20.8) (133.1) (125.8) (136.6)

Equity 202.3 202.3 202.3 202.3 202.3

EPS (Rs) 2.1 1.6 (0.5) 0.1 (0.1)

Source: Company, Alchemy Research 
 
 
 
 
 
 
 
 
 
 

Net sales declined 3.2% 
led by 31.1% volume 
growth and 26.2% decline 
in realization 

OPM was negative at 3.9% 
due to liquidation of high 
cost inventory 

Depreciation is negative 
due to change in 
depreciation policy from 
WDV to SLM 

Led forex gain of 
Rs104mn, and change in 
method of depreciation, 
net profit stood at 
Rs289.1mn  
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Exhibit 10 - Segmental results 
Rs mn Mar-09 Jun-09 Sep-09 Dec-09 Mar-10
Revenues      

India  733 654 928 1008 902

YoY (%) (32.2) (28.3) (12.7) 22.6 23.2

UAE (Dubai) 956 443 269 341 766

YoY (%) (5.4) (46.6) (66.0) (71.0) (19.9)

China 18 102 176 35 26

YoY (%) NA 584.6 143.0 (43.7) 45.6

USA 310 395 253 359 376

YoY (%) NA 55.1 (31.8) (36.7) 21.5

Total 2016 1595 1626 1743 2070

less: inter segmental 55 65 177 49 47

Net sales 1961 1530 1449 1694 2023

      

EBIT      

India  0 50 28 32 (36)

YoY (%) (99.8) (76.2) (91.5) (78.2) (18300.0)

UAE (Dubai) 238 122 7 23 50

YoY (%) (4.3) (58.8) (97.5) (94.6) (79.0)

China (10) (9) (6) (35) (8)

YoY (%) NA 174.2 (71.0) (11.4) (22.4)

USA (13) (12) (50) 2 (96)

YoY (%) NA (146.4) (165.4) (97.7) 635.9

Total 215 151 (21) 22 (91)

      

EBITM (%)      

India  0.0 7.6 3.0 3.2 (4.0)

YoY (bps) (10.8) (15.4) (27.8) (14.8) (406.2)

UAE (Dubai) 24.9 27.5 2.6 6.7 6.5

YoY (bps) 0.3 (8.1) (32.5) (29.2) (1837.2)

China (54.4) (8.3) (3.6) (99.7) (29.0)

YoY (bps) (54.4) 12.5 26.4 (36.4) 2543.7

USA (4.2) (3.1) (19.7) 0.5 (25.6)

YoY (bps) (4.2) (13.4) (40.2) (13.0) (2138.9)

Total 10.7 9.5 (1.3) 1.3 (4.4)

Source: Company, Alchemy Research 
 
 

Strong 22.6% growth in 
Indian operations led by 
revival in demand from 
OEMs 

Margins across all regions 
continue to remain under 
pressure due to high cost 
inventory 



 

nirmal.shah@alchemyonline.com 

 

Everest Kanto Cylinder 
 

7 

 
 

The ratings are based on the absolute upside of our target price from the current price. 
 

Upside more than 25% Strong Buy 
Upside between 15-25% Buy 
Upside of up to 15% Accumulate 
Downside of up to 15% Reduce 
Downside of more than 15% Sell 

 
Sector Relative call: 

Outperform >5% upside to sector benchmark 
Marketperform +5% to -5% of sector benchmark 
Underperform >5% downside to sector benchmark 

Sector Weightage 
Overweight  
Equal weight  
Underweight  

 
 
 
 
 

 
Sales 

91-22-6639 9159 91-22-6639 9126 91-22-6639 9178 91-22-6639 9161 

Trade Execution 
91-22-6639 9121 91-22-6639 9134 91-22-6639 9167 

    
    

Disclaimer 
This report is not a solicitation or offer to buy or sell any securities or related financial products. The 
information and commentaries are also not meant to be endorsements or offerings of any securities, 
options, stocks or other investment vehicles. The report is intended for general circulation and does not 
take into account the specific investment objectives, financial situation or particular needs of any 
particular person. The securities discussed in this report may not be suitable for all investors. The 
appropriateness of any particular investment or strategy whether opined on or referred to in this report or 
otherwise will depend on an investor’s circumstances and objectives and should be independently 
evaluated and confirmed by such investor, and advice should be sought from a financial adviser 
concerning the suitability of the investment or strategy, taking into account the specific investment 
objectives, financial situation or particular needs of the investor, before the investor makes a commitment 
to deal in an investment or implement a strategy. 
Investment ideas and/or corporations discussed in this report may have a high level of volatility. High 
volatility investments may experience sudden and large falls in their value causing losses when the 
investment is realised. Those losses may equal the original investment. Some investments may not be 
readily realisable and it may be difficult to sell or realise those investments. Similarly, it may prove 
difficult to obtain reliable information about the value and risks to which such an investment is exposed. 
Neither us nor any of our affiliates shall assume any legal liability or responsibility for any incorrect, 
misleading or altered information contained in this report. 
Past performance is not necessarily indicative of future results and there can be no assurance that any 
investment will achieve comparable results or its investment objectives. Investors may not get back the 
full amount invested and the net asset value of the investment will fluctuate. Exchange rate fluctuations 
may affect the return to investors. 
Alchemy Share and Stock Broker Pvt. Ltd., their respective affiliate companies, associates, directors 
and/or employees may have investments in securities or derivatives of securities of companies mentioned 
in this report, and may make investment decisions that are inconsistent with the views expressed in this 
report. 
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