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STOCK INFO

BSE 500093
NSE CROMPGREAV
Bloomberg CRG IN
Reuters CROM BO
Sector Heavy Electrical Equipment
Face Value (Rs) 2
Equity Capital (Rs mn) 1,283
Mkt Cap (Rs mn) 68,992
52w H/L (Rs) 167/ 100
3m Avg Daily Volume (BSE + NSE) 2,981,142

SHAREHOLDING PATTERN %
(as on 31st Dec. 2012)

Promoters 41.7
FIIs 17.9
DIIs 21.8
Public & Others 18.7

Source: BSE

STOCK PERFORMANCE (%) 1m 3m 12m

CROMPTON GREAVES -7 -14 -19
SENSEX 3 8 16

CROMPTON GREAVES v/s SENSEX

Source: Capitaline, IndiaNivesh Research

Source: Capitaline, IndiaNivesh Research

Bad times for Crompton Greaves (CG) continue, as the company continued
disappointing across most of the areas.

Standalone business
 CG reported a top-line of Rs 17.4 bn, which is up 7.5% on a year-over-year

basis. Increased traction from fans & appliances contributed to 20.6%
year-over-year growth in Consumer products (~34.8% of Q3FY13 revenues)
top-line. Power systems (~38.4% of Q3FY13 revenues) witnessed 4.5%
year-over-year decline. Decline in segment revenues was mainly due to 20
days shut-down of Nashik factory. In management’s view this shut-down
resulted in a top-line loss of Rs 270 mn.

 EBITDA margins declined 320 bps on a year-over-year basis to 7.6% in Q3FY13.
Increased competition in the domestic power segment has led to project
executions at lower margins. Surge in year-over-year material (10.9% up to
Rs 13.1 bn) & other expenses (14.4% up to Rs 1.9 bn) led to EBITDA margin
compression.

 In line with EBITDA margin movement, PAT margins declined from 7.8% in
Q3FY12 to 6.1% in Q3FY13. PAT margin compression was restricted, as other
income increased by  92.2% to Rs 259.7 mn.

Consolidated business
 CG reported a consolidated top-line of Rs 29.7 bn against our expectations

of Rs 29.7 bn. The reported top-line numbers declined 1.9% on a year-over-year
basis. However, they were up 1.6% sequentially. Sharp slow-down in
International Power business led to 9.9% decline in Power Systems (61.2% of
Q3FY13 revenues) top-line.

 CG reported an EBITDA of Rs 20.1 mn against our expectations of Rs 1.3 bn.
From EBITDA margins perspective, EBITDA margins declined from 6.0% a
year-ago to 0.1% in Q3FY13. Such decline in year-over-year EBITDA margins is
mainly on account of 46.5% increase in other expenses (to Rs 4.7 bn). Other
expenses during the quarter included ~Rs 1.0 bn of restructuring expenses
(of this ~Rs 830 mn is for Q3FY13 and the remaining ~Rs 250 mn is for Q1FY13
and Q2FY13).

 The company reported a net loss of ~Rs 1.9 bn against our PAT expectations
of Rs 377 mn. The reported PAT margins were at negative 6.4% (vs. positive
2.5% a year ago). In Dec, 2012, CG completed restructuring exercise at their
Belgium plant. As part of restructuring initiative, 199 employees were laid
down and paid Rs 1.2 bn as retrenchment expenses (shown under exceptional
item). On adjusting for the same, the net loss margins of the company were
at 2.3%. Management claims that the restructuring process at their Mechelen
Plant, Belgium is completed & now they would end up saving annually Euro
~14-15 mn. Recent ZIV acquisition, mostly funded through debt, in our view
led to 89.3% increase in year-over-year interest expenses (to Rs 212.6 mn).

 International Industrials business (i.e. Emetron subsidiary) reported positive
operating performance, while forex loss dragged down the overall segment’s
EBIT margins from negative 8.4% a year-ago to negative 9.0% in Q3FY13.

Poor show continues

CMP : Rs.108

Reco : SELL

Target : Rs.86

Reco : SELL

Target : Rs.86
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Update on Order Book
During the quarter, CG reported OI to the tune of Rs 22.6 bn, below our expectations
of ~Rs 30 bn.

Order Book (Rs mn)

India Non-India Total

Power Systems 37,030 4,810 41,840

Industrial Systems 48,840 1,640 50,480

Totals 85,870 6,450 92,320

Order Inflows (Rs mn)

India Non-India Total

Power Systems 7,530 9,760 17,290

Industrial Systems 4,600 780 5,380

Totals 12,130 10,540 22,670
Source: Company Filings; IndiaNivesh Research Source: Company Filings; IndiaNivesh Research

With slow-down in the Q3FY13 OI, the overall OB at Q3FY13-end stood at Rs 92.3
bn (below our expectation of ~Rs 98 bn).

Outlook & Valuation
At CMP of Rs 108, CG is trading at FY13E and FY14E, P/E multiple of 28.5x and
17.9x, respectively.

Even though management claims that all restructuring initiatives at the Belgium
plant are done, we are skeptical about any manufacturing quality costs likely to be
incurred going forward (we would wait for 1-2 quarters till quality metrics improve
at the plant before changing our view).

Also, the slow-down in the PGCIL award activity coupled with increase in competition
from Chinese and local players, has led to a margin compression scenario in the
domestic Power segment. We expect this trend to continue and do not see any
scope for bounce back in the segment margins, in the near-to-mid term. Slow-down
in European economies, in our view would lead to slow-down in the award activity,
thereby impacting the future growth prospects from this region too.

With all these negatives surrounding the stock and the current unjustified rich
valuations, we maintain our SELL rating on the stock with FY14E price target of
Rs 86.
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Q3FY13 Q2FY13 Q3FY12 Q3FY13 Q2FY13 Q3FY12

Sales 29,718.3 29,241.7 30,279.5 ‐1.9% 1.6% 17,460.5 16,702.1 16,244.6 7.5% 4.5%

Material Exp. 20,570.9 19,713.9 21,297.3 ‐3.4% 4.3% 13,158.9 12,223.7 11,865.0 10.9% 7.7%

Staff Exp. 4,401.0 4,419.6 3,929.3 12.0% ‐0.4% 1,011.7 1,009.6 909.4 11.2% 0.2%

Other Exp. 4,726.3 3,743.4 3,226.7 46.5% 26.3% 1,964.6 1,998.7 1,717.3 14.4% ‐1.7%

Total Operating Exp. 29,698.2 27,876.9 28,453.3 4.4% 6.5% 16,135.2 15,232.0 14,491.7 11.3% 5.9%

EBITDA 20.1 1,364.8 1,826.2 ‐98.9% ‐98.5% 1,325.3 1,470.1 1,752.9 ‐24.4% ‐9.8%

EBITDA Margin (%) 0.1% 4.7% 6.0% 7.6% 8.8% 10.8%

Depreciation Exp. 565.7 544.3 626.7 ‐9.7% 3.9% 180.1 175.0 169.0 6.6% 2.9%

EBIT (545.6) 820.5 1,199.5 ‐145.5% ‐166.5% 1,145.2 1,295.1 1,583.9 ‐27.7% ‐11.6%

EBIT Margin (%) ‐1.8% 2.8% 4.0% 6.6% 7.8% 9.8%

Interest Exp. 212.6 189.6 112.3 89.3% 12.1% (32.3) (59.3) (23.6) 36.9% ‐45.5%

Other Income 303.5 207.6 154.6 96.3% 46.2% 259.7 146.7 135.1 92.2% 77.0%

EBT (454.7) 838.5 1,241.8 ‐136.6% ‐154.2% 1,437.2 1,501.1 1,742.6 ‐17.5% ‐4.3%

Exceptional Items (1,207.1) 0.0 0.0 0.0 0.0 0.0

Tax Exp. 228.0 413.8 486.8 ‐53.2% ‐44.9% 375.7 384.2 476.1 ‐21.1% ‐2.2%

Tax Rate (%) ‐50.1% 49.4% 39.2% 26.1% 25.6% 27.3%

PAT bef. Ext.-Income (1,889.8) 424.7 755.0 n/m n/m 1,061.5 1,116.9 1,266.5 ‐16.2% ‐5.0%

Minority Interest 0.1 5.3 3.3 0.0 0.0 0.0

Sh. of P/L of Associate Co. (3.9) (9.5) 13.1 0.0 0.0 0.0

Recurring PAT (1,893.6) 420.5 771.4 n/m n/m 1,061.5 1,116.9 1,266.5 ‐16.2% ‐5.0%

Recurring PAT Margin (%) ‐6.4% 1.4% 2.5% 6.1% 6.7% 7.8%

Extra-Ord. Item 0.0 0.0 0.0 0.0 0.0 0.0

Reported PAT (1,893.6) 420.5 771.4 n/m n/m 1,061.5 1,116.9 1,266.5 ‐16.2% ‐5.0%

Reported PAT Margin (%) ‐6.4% 1.4% 2.5% 6.1% 6.7% 7.8% ‐22.0% ‐9.1%

EPS- Diluted (3.0) 0.7 1.2 1.7 1.7 2.0

Note: n/m‐ Not Meaningful; Source: Company Filings, IndiaNivesh Research

Particulars
CONSOLIDATED STANDALONE

y‐o‐y gr. (%) q‐o‐q gr. (%) y‐o‐y gr. (%) q‐o‐q gr. (%)
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Disclaimer: This document has been prepared by IndiaNivesh Securities Private Limited (IndiaNivesh), for use by the recipient as
information only and is not for circulation or public distribution. This document is not to be reproduced, copied, redistributed or
published or made available to others, in whole or in part without prior permission from us. This document is not to be construed
as an offer to sell or the solicitation of an offer to buy any security. Recipients of this document should be aware that past performance
is not necessarily a guide for future performance and price and value of investments can go up or down. The suitability or otherwise
of any investments will depend upon the recipients particular circumstances. The information contained in this document has been
obtained from sources that are considered as reliable though its accuracy or completeness has not been verified by IndiaNivesh
independently and cannot be guaranteed. Neither IndiaNivesh nor any of its affiliates, its directors or its employees accepts any
responsibility or whatever nature for the information, statements and opinion given, made available or expressed herein or for any
omission or for any liability arising from the use of this document. Opinions expressed are our current opinions as of the date
appearing on this material only. IndiaNivesh directors and its clients may have holdings in the stocks mentioned in the report.

To unsubscribe please send a mail to mail@indianivesh.in
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Tel: (022) 66188800 / Fax: (022) 66188899

e-mail: research@indianivesh.in  |  Website: www.indianivesh.in

Home

IndiaNivesh Research is also available on Bloomberg INNS, Thomson First Call, Reuters and Factiva INDNIV.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


