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Prabhudas Lilladher Pvt. Ltd. and/or its associates (the 'Firm') does and/or seeks to do business with companies covered in its research reports. As a result investors should be aware that 
the Firm may have a conflict of interest that could affect the objectivity of the report. Investors should consider this report as only a single factor in making their investment decision. 

Please refer to important disclosures and disclaimers at the end of the report 
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Rating Accumulate 

Price Rs407 

Target Price Rs445 

Implied Upside  9.3% 

Sensex  17,119 

(Prices as on November 14, 2011) 

Trading data 

Market Cap. (Rs bn) 21.0 

Shares o/s (m) 50.9 

3M Avg. Daily value (Rs m) 115.1 

 

Major shareholders 

Promoters  61.67% 

Foreign  12.32% 

Domestic Inst. 6.53% 

Public & Other  19.48% 

 

Stock Performance 

(%)  1M  6M  12M 

Absolute 0.3 11.6 (10.4) 

Relative  0.1 19.2 4.7 

 

Price Performance (RIC: ABGS.BO, BB: ABGS IN) 

 
Source: Bloomberg 
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 Results broadly in line: ABG Shipyard (ABG) reported revenues slightly ahead of 
estimates at Rs5,717m, a growth of 3% YoY and 13% QoQ. The sequential 
improvement was on account of better utilization of expanded capacities as 
execution for existing orders remained on track. EBITDA margins came in at 
22.5%, an improvement of 320bps compared to Q1FY12. Subsidy booking stood 
at Rs100m for the quarter. Consequently, PAT grew 21% QoQ to Rs484m, 
although, down 14% on a YoY basis. Excluding subsidy, PAT stood at Rs414m as 
compared to Rs270m in Q1FY12. 

 Order  book  status: Although no new order was bagged in Q2FY12, the 
company’s order book position continues to remain strong, with the unexecuted 
order book standing at Rs99.2bn as on September 30, 2011, providing it a 
visibility of ~5 years (based on FY11 revenues). The company delivered three 
vessels during the quarter, taking the H1FY12 tally to six vessels.  Also, ABG has 
not received any subsidy payment from the govt during the quarter.  

 Debt increases on higher working capital requirement: Net debt at the end of 
H1FY12 for ABG increased by ~Rs3.3bn compared to the end of FY11. This was 
mainly on account of increased working capital requirements to the tune of 
~Rs3.8bn during H1FY12. Consequently, debt-equity ratio stood at 1.6:1 as 
compared to 1.5:1 as on FY11; however, still at a comfortable level, taking into 
account high revenue visibility from the unexecuted order book of the company.  

 Valuations: The company currently trades at EV/ EBITDA of 7.4x FY12 and 5.7x 
FY13. We are valuing the company at an EV/ EBITDA of 6x FY13 to arrive at our 
target price of Rs445. We maintain ‘Accumulate’. 

 
  
Key financials (Y/e March)    2010 2011  2012E 2013E

Revenues (Rs m) 16,254 20,518 25,296 34,149

     Growth (%)  20.0 26.2  23.3 35.0

EBITDA (Rs m) 2,854 4,120 5,337 7,103

PAT (Rs m) 1,889 1,730 2,604 3,787

EPS (Rs) 37.1 34.0 51.1 74.4

     Growth (%)  19.0 (8.4)  50.5 45.4

Net DPS (Rs) 4.0 3.5 4.0 5.0

Source: Company Data; PL Research 

 
Profitability & Valuation    2010 2011  2012E 2013E

EBITDA margin (%)  17.6 20.1  21.1 20.8

RoE (%)  18.6 14.4  18.5 22.3

RoCE (%)  4.8 6.0  8.2 11.1

EV / sales (x) 3.0 1.9 1.5 1.1

EV / EBITDA (x) 17.3 9.6 7.0 5.4

PE (x) 11.0 12.0 8.0 5.5

P / BV (x) 1.9 1.6 1.4 1.1

Net dividend yield (%)  1.0 0.9  1.0 1.2

Source: Company Data; PL Research 
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Exhibit 1: Q2FY12 Result Overview (Rs m) 

Y/e March  Q2FY12 Q2FY11 YoY gr. (%) Q1FY12 H1FY12  H1FY11 YoY gr. (%)

Net Sales         5,717         5,544          3.1        5,039         10,756           9,828               9.4 

Expenses              ‐             ‐            ‐

Inc/ Dec in stock          675           557        21.2          (328)             347          1,925            (82.0)

Raw materials consumed        2,065        2,725       (24.2)       3,233          5,297          3,867             37.0 

Total cost of raw materials        2,740        3,282         2,905          5,644          5,792  

  % of NS          47.9          59.2         57.6            52.5            58.9 

Employee cost          172           161         6.7           191             363             292             24.5 

  % of NS            3.0            2.9           3.8              3.4              3.0 

Other manufacturing expenses        1,520           658      131.0           972          2,491          1,268             96.5 

  % of NS          26.6          11.9         19.3            23.2            12.9 

Total Expenses        4,432        4,101         8.1        4,067          8,499          7,352             15.6 

EBITDA         1,285         1,442        (10.9)          972           2,257           2,476              (8.8)

  % of NS          22.5          26.0         19.3            21.0            25.2 

Depreciation          244           141        73.4           230             474             277             70.8 

EBIT         1,041         1,302        (20.0)          742           1,784           2,199             (18.9)

Interest          434           401         8.1           364             798             822             (2.9)

Other Income              9              5        76.9            28              37              30             22.5 

Subsidy          100            11      780.5           187             286             221             29.4 

PBT           716            917        (21.9)          593           1,309           1,629             (19.6)

Tax          232           280       (17.0)          192             425             470             (9.7)

  Effective tax rate (%)          32.4          30.5         32.4            32.4            28.9 

PAT           484            637        (24.1)          401              884           1,158             (23.6)

Less: Extra ordinary items             -           (74)            -               -            (212)

PAT after Ex. Items           484            563        (14.0)          401           884           946              (6.6)

PAT without Subsidy & Extra‐ordinary items           414            555        (25.4)          270              684              791             (13.6)

Source: Company Data, PL Research 
  



  

  
November 14, 2011 3

ABG Shipyard

Income Statement (Rs m)           
Y/e March   2010  2011  2012E 2013E
Net Revenue  16,254  20,518  25,296 34,149

Raw Material Expenses 10,163 11,800 15,430 20,934

Gross Profit 6,091 8,718 9,865 13,216

Employee Cost 481 729 759 1,024

Other Expenses 2,756 3,869 3,769 5,088

EBITDA  2,854  4,120  5,337 7,103

Depr. & Amortization 387 685 653 758

Net Interest 1,614 1,458 1,837 1,692

Other Income 2,020 905 1,080 1,085

Profit before Tax  2,873  2,883  3,928 5,738

Total Tax 984 914 1,324 1,951

Profit after Tax  1,889  1,969  2,604 3,787

Ex-Od items / Min. Int. (2,408) (612) (1,050) (1,050)

Adj. PAT  1,889  1,730  2,604 3,787

Avg. Shares O/S (m)  50.9  50.9  50.9 50.9

EPS (Rs.)  37.1  34.0  51.1 74.4
 

Cash Flow Abstract (Rs m)    
Y/e March     2010  2011  2012E 2013E
C/F from Operations (105) 11,611 4,725 1,531

C/F from Investing (10,861) (2,010) (500) (500)

C/F from Financing 10,744 (4,299) (5,889) (4,151)

Inc. / Dec. in Cash (222) 5,302 (1,664) (3,119)

Opening Cash 506 284 6,649 4,985

Closing Cash 284 6,649 4,985 1,866

FCFF (3,044) 3,309 (2,112) (3,161)

FCFE 8,222 (242) (5,926) (5,322)

 
 
 

Key Financial Metrics 
Y/e March             2010  2011  2012E 2013E
Growth     
Revenue (%) 20.0 26.2 23.3 35.0

EBITDA (%) 4.7 44.4 29.5 33.1

PAT (%) 10.3 (8.4) 50.5 45.4

EPS (%) 19.0 (8.4) 50.5 45.4

Profitability     
EBITDA Margin (%) 17.6 20.1 21.1 20.8

PAT Margin (%) 11.6 8.4 10.3 11.1

RoCE (%) 4.8 6.0 8.2 11.1

RoE (%) 18.6 14.4 18.5 22.3

Balance Sheet     
Net Debt : Equity 2.6 1.5 1.1 0.9

Net Wrkng Cap. (days) 51 447 238 272

Valuation     
PER (x) 11.0 12.0 8.0 5.5

P / B (x) 1.9 1.6 1.4 1.1

EV / EBITDA (x) 17.3 9.6 7.0 5.4

EV / Sales (x) 3.0 1.9 1.5 1.1

Earnings Quality     
Eff. Tax Rate 34.2 31.7 33.7 34.0

Other Inc / PBT 6.8 1.9 0.8 0.6

Eff. Depr. Rate (%) 5.2 5.0 3.5 3.5
FCFE / PAT 435.3 (14.0) (227.6) (140.5)
Source: Company Data, PL Research. 

 
  

Balance Sheet Abstract (Rs m)   
Y/e March      2010  2011  2012E 2013E
Shareholder's Funds 11,113 12,907 15,273 18,762

Total Debt 28,974 25,424 21,610 19,449

Other Liabilities 3,158 4,076 4,076 4,076

Total Liabilities  43,245  42,407  40,959 42,288

Net Fixed Assets 19,752 23,808 23,655 23,397

Goodwill — — — —

Investments 6,093 2,006 2,006 2,006

Net Current Assets 17,400 16,594 15,299 16,885

     Cash & Equivalents  284  6,649  4,985 1,866

     Other Current Assets  27,589  44,715  44,244 54,729

     Current Liabilities  10,472  34,770  33,930 39,709

Other Assets — — — —

Total Assets  43,245  42,407  40,959 42,288

 
 
 
 

Quarterly Financials (Rs m)     
Y/e March      Q3FY11  Q4FY11  Q1FY12 Q2FY12
Net Revenue  4,822  5,280  5,039 5,717

EBITDA  813  868  972 1,285

% of revenue  16.9  16.4  19.3 22.5

Depr. & Amortization 174 179 230 244

Net Interest 402 170 364 434

Other Income — 9 28 9

Profit before Tax  817  567  593 716

Total Tax 282 162 192 232

Profit after Tax  535  403  401 484

Adj. PAT  535  405  401 484
 

Key Operating Metrics 
Y/e March       2010  2011  2012E 2013E
Order Book 123,000 136,720 126,404 92,255

Unexecuted Orderbook 80,181 97,898 82,303 48,153

Subsidy Booked 1,823 841 1,050 1,050
Source: Company Data, PL Research. 
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PL’s Recommendation Nomenclature     

BUY   :  Over 15% Outperformance to Sensex over 12-months Accumulate  : Outperformance to Sensex over 12-months 

Reduce  : Underperformance to Sensex over 12-months Sell  : Over 15% underperformance to Sensex over 12-months 

Trading Buy  : Over 10% absolute upside in 1-month Trading Sell  : Over 10% absolute decline in 1-month 

Not Rated (NR)  : No specific call on the stock Under Review (UR)  : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as 

information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be 

considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy 

or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 

statements and opinion given, made available or expressed herein or for any omission therein. 

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 

suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an 

independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 

engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication. 

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

For Clients / Recipients in United States of America: 

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for informational 

purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information provided herein unless agreed to by 

all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside its intended use. Any questions should be directed to 

Gerard Visci at DAP at 212.850.8888. 

 

 


