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What’s new: Promoters propose to sell 1.64% stake in APL  
In a filing with the Bombay Stock Exchange (BSE), Adani Power (APL) 
has intimated that Adani Agro Pvt. Ltd. (AAPL), an entity that is part of 
the Promoter Group of APL, proposes to sell 35.58mn shares of APL 
(1.63% of the current shares outstanding of APL) on October 8 under the 
market regulator’s (SEBI’s) ‘Offer for Sale of Shares by Promoters 
through the Stock Exchange Mechanism’. The shares would be sold on 
a separate trading window of the BSE; floor price for the sale would be 
declared post the stock market close on October 5.  

Analysis: Promoters lowering stake to meet SEBI’s free-float norms 
 As Promoters’ holding in APL currently stands at 76.63% of which 

AAPL holds 3.13%, the proposed stake sale would bring Promoters’ 
holding to 75% – in compliance with the SEBI requirement on 
minimum 25% free float for listed entities, which has to be met by June 
2013. Our interaction with management post the stake sale 
announcement confirms the reason for the same as ‘need to meet 
free-float norms’.  

 Interestingly, Promoters’ holding in APL stood at 73.5% until May 23, 
2012 when the merger of two entities (Adishree Tradelinks Pvt. Ltd. 
and Sanidhya Commodities Pvt. Ltd.) with APL necessitated AAPL 
acquiring a 3.13% holding in the APL.  

 We also note that post the recently approved amalgamation of 
Growmore Trade & Investment Pvt. Ltd. (Mauritius) with APL takes 
effect, Promoter Group’s holding in APL post the proposed stake sale 
by AAPL would drop to 68.3% as per our calculations (provided the 
holding company of Growmore is not treated as a ‘Promoter’). 

 

Fig. 1:  Adani Power – Breakdown of promoters’ shareholding 
Post the proposed stake sale, Promoters' holding would reduce to just below 75% 

Note: * as of June 2012; Source: BSE, Nomura research 

Implications: Maintain REDUCE, no change in company’s financials 
The proposed stake sale by Promoters would not have any implications 
on our earnings forecast for APL. Unless the 7% appreciation in the INR 
(vs. USD) over the past four weeks sustains, our FY13F earnings for 
APL would remain largely intact; our medium-/longer-term earnings 
outlook continues hinges on of a handful of ‘binary outcome’ 
regulatory/legal events relating to PPAs and fuel sourcing, wherein the 
timeline for securing clarity is difficult to assess.  

Shareholders Shares (mn) Holding (%) Shares (mn) Holding (%)

Promoters 1,670.6           76.6% 1,635.0           75.0%

Adani Enterprises Ltd. 1,531.4           70.2% 1,531.4           70.2%

Adani Agro Pvt. Ltd. (AAPL) 68.3                3.1% 32.7                1.5%

Ventura Pow er Investments Pvt. Ltd. 70.9                3.3% 70.9                3.3%

Non-promoters 509.4              23.4% 545.0              25.0%

TOTAL 2,180.0           2,180.0           

Current * Post stake sale
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Post a 33% rise in the stock price over the past four weeks, APL trades 
at 2.0x P/B, 8.2x EV/EBITDA and 15.6x P/E on our FY14F earnings 
(1.7x P/B, 9.3x EV/EBITDA and 13.0x P/E on consensus FY14F 
earnings), indicating that valuations are expensive. Maintain REDUCE.  
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Appendix A-1 

Analyst Certification 

I, Anirudh Gangahar, hereby certify (1) that the views expressed in this Research report accurately reflect my personal views 
about any or all of the subject securities or issuers referred to in this Research report, (2) no part of my 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 
my 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 
 
The term "Nomura Group Company" used herein refers to Nomura Holdings, Inc. or any affiliate or subsidiary of Nomura Holdings, Inc. Nomura 
Group Companies involved in the production of Research are detailed in the disclaimer below. 

  
Issuer name Ticker Price Price date Stock rating Sector rating Disclosures 
Adani Power  ADANI IN  INR 55  04-Oct-2012 Reduce  Not rated    
 

Previous Rating 
  
Issuer name Previous Rating Date of change 
Adani Power  Neutral  12-Sep-2012  
 

 

Adani Power (ADANI IN) INR 55 (04-Oct-2012)  
Rating and target price chart (three year history) 
 

Reduce (Sector rating: Not rated) 

Date  Rating  Target price  Closing price  
12-Sep-12 Reduce 42.20 
12-Sep-12 35.00 42.20 
17-Mar-11 115.00 113.00 
01-Dec-10 Neutral 137.30 
01-Dec-10 148.00 137.30 

 

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

Valuation Methodology We use a FCFE-based methodology (assuming 15% Cost of Equity) to value APL's operational and 
feasible power generation capacity. In order to capture the risk of a power project from conception to commissioning, we adjust 
the FCFE value of projects for ‘milestone discounts’ (risk weights assigned to the non-achievement of six key milestones we 
identify for various types of projects); accordingly, our 12-mth TP for the stock is INR35/share. 
Risks that may impede the achievement of the target price Key risks to our view: [1]Re-working / termination of 'fixed-tariff' 
long-term PPAs; [2] Securing linkage coal for Tiroda-II / Kawai projects; [3] Lower-than-expected landed cost of imported coal 
on account of INR/USD appreciation and/or decline in seaborne thermal coal prices; [4] Merchant tariff realizations surprise on 
the upside. 
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Important Disclosures 
Online availability of research and conflict-of-interest disclosures 
Nomura research is available on www.nomuranow.com/research, Bloomberg, Capital IQ, Factset, MarkitHub, Reuters and ThomsonOne. 
Important disclosures may be read at http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx or requested 
from Nomura Securities International, Inc., on 1-877-865-5752. If you have any difficulties with the website, please email grpsupport-
eu@nomura.com for help. 
  
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. 
  
Any authors named in this report are research analysts unless otherwise indicated. Industry Specialists identified in some Nomura International 
plc research reports are employees within the Firm who are responsible for the sales and trading effort in the sector for which they have 
coverage. Industry Specialists do not contribute in any manner to the content of research reports in which their names appear. Marketing 
Analysts identified in some Nomura research reports are research analysts employed by Nomura International plc who are primarily responsible 
for marketing Nomura’s Equity Research product in the sector for which they have coverage. Marketing Analysts may also contribute to 
research reports in which their names appear and publish research on their sector. 
  
Distribution of ratings (Global) 
The distribution of all ratings published by Nomura Global Equity Research is as follows: 
43% have been assigned a Buy rating which, for purposes of mandatory disclosures, are classified as a Buy rating; 40% of companies with this 
rating are investment banking clients of the Nomura Group*. 
45% have been assigned a Neutral rating which, for purposes of mandatory disclosures, is classified as a Hold rating; 46% of companies with 
this rating are investment banking clients of the Nomura Group*.  
12% have been assigned a Reduce rating which, for purposes of mandatory disclosures, are classified as a Sell rating; 22% of companies with 
this rating are investment banking clients of the Nomura Group*. 
As at 30 September 2012. *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 
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, 
which can be accessed at: http://go.nomuranow.com/research/globalresearchportal/pages/disclosures/disclosures.aspx; 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 in Japan and Asia ex-Japan 
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. 
  
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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