
 

 

Bharati Shipyard 
No order visibility, debt pressure mounts 
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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. 
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Rating Reduce 

Price Rs93 

Target Price Rs89 

Implied Upside  -4.3% 

Sensex  17,119 

(Prices as on November 14, 2011) 

Trading data 

Market Cap. (Rs bn) 2.7 

Shares o/s (m) 28.9 

3M Avg. Daily value (Rs m) 37.5 

 

Major shareholders 

Promoters  46.88% 

Foreign  1.37% 

Domestic Inst. 10.69% 

Public & Other  41.06% 

 

Stock Performance 

(%)  1M  6M  12M 

Absolute 0.8 (36.8) (63.4) 

Relative  0.6 (29.2) (48.3) 

 

Price Performance (RIC: BHAR.BO, BB: BHSL IN) 

 
Source: Bloomberg 
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 Operating  performance  in  line: Revenues were line, with estimates at 
Rs3,578m, a growth of 4% YoY and down 2% sequentially. EBITDA margins came 
in at 18.7% compared to 18.2% in Q1FY12. Subsidy-booking witnessed a sharp 
increase in the current quarter, higher by 44% QoQ to Rs1,074m. Increased 
subsidy booking was able to offset a sharp 22% QoQ increase in interest cost in 
Q2FY12. Consequently, reported PAT stood at Rs232m, a growth of 34% QoQ. 
However, the company continued to report losses, excluding subsidy, at Rs520m 
for Q2FY12 as compared to a loss of Rs348.7m in Q1FY12. 

 Stretched  balance  sheet  continues  to  hurt: Standalone net debt has only 
reduced by ~Rs1,341m in H1FY12 to Rs31.88bn, translating into a continued 
stretched 3.1:1 debt-equity ratio for the company. Interest cost witnessed a 
sharp increase during the quarter to Rs1,294m, translating into a ~16% cost of 
debt for the company. Thus, the company’s debt burden continues to pose a 
huge challenge to the company in the current scenario of low future revenue 
visibility.     

 Strategic action: On account of a stretched balance sheet and a dwindling order 
book, giving us less than a quarter’s visibility, the only way out for the company 
seems to be a strategic tie-up or a stake sale.  

 Valuation: We are downgrading the stock to ‘Reduce’ in the wake of low order 
inflow visibility and the consequent uncertainty on company’s future financials. 
Our future projections are based on the execution of the current order book, 
certain contract revenues as well expectation of some orders being received 
towards the end of FY12. Our SOTP-based target price stands at Rs89/share. 

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

Revenues (Rs m) 12,644 13,977 13,278 15,270

     Growth (%)  35.2 10.5  (5.0) 15.0

EBITDA (Rs m) 2,324 2,638 2,271 2,626

PAT (Rs m) 1,301 913 242 365

EPS (Rs) 45.0 30.1 8.0 12.0

     Growth (%)  (7.2) (33.0)  (73.5) 50.9

Net DPS (Rs) 3.0 3.0 3.0 3.0

Source: Company Data; PL Research 

 
Profitability & Valuation    2010 2011  2012E 2013E

EBITDA margin (%)  18.4 18.9  17.1 17.2

RoE (%)  16.8 9.6  2.3 3.3

RoCE (%)  8.3 7.1  6.1 6.9

EV / sales (x) 1.8 2.7 2.6 2.2

EV / EBITDA (x) 9.8 14.2 15.4 13.0

PE (x) 2.1 3.1 11.6 7.7

P / BV (x) 0.3 0.3 0.3 0.3

Net dividend yield (%)  3.2 3.2  3.2 3.2

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. (%)

Sales       3,578       3,434          4.2       3,652       7,229       6,764          6.9 

Expenditure            ‐           ‐           ‐

Raw materials      1,945      1,917         1.5       2,015      3,960      3,764         5.2 

  % of Net Sales        57.3        55.8        55.2        54.8        55.7 

Manufacturing & Other expenses        450        430         4.5         479        929        865         7.3 

  % of Net Sales        12.6        12.5        13.1        12.8        12.8 

Staff Costs        513        455       13.0         492      1,006        871       15.4 

  % of Net Sales        14.4        13.2        13.5        13.9        12.9 

Total Expenses      2,909      2,802         3.8       2,986      5,894      5,501         7.1 

EBITDA         669         631          6.0         666       1,335       1,263          5.7 

  EBITDA Margin (%)        18.7        18.4        18.2        18.5        18.7 

Depreciation          99          51       93.7           99        198        100       97.9 

Other Income            2            8      (76.0)            0            2          12      (83.4)

Subsidy      1,074        480      123.9         745      1,820        775      134.8 

EBIT       1,646       1,068        54.1       1,313       2,958       1,950        51.7 

Less: Interest      1,294        634      104.1       1,056      2,350      1,181       99.0 

PBT         352         434       (18.9)        256         608         769       (20.9)

Tax        120        142      (15.3)          83        203        256      (20.5)

  Effective Tax Rate (%)        34.1        32.6        32.5        33.4        33.2 

PAT         232         292       (20.6)        173         405         514       (21.1)

PAT Without Subsidy (Adj. for 30% tax on Subsidy)        (520)         (43) NA       (349)       (869)          (29) NA

Source: Company Data, PL Research 
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Income Statement (Rs m)           
Y/e March   2010  2011  2012E 2013E
Net Revenue  12,644  13,977  13,278 15,270

Raw Material Expenses 7,041 7,627 7,701 8,841

Gross Profit 5,603 6,350 5,577 6,429

Employee Cost 1,587 1,839 1,540 1,771

Other Expenses 1,692 1,873 1,766 2,031

EBITDA  2,324  2,638  2,271 2,626

Depr. & Amortization 153 234 369 371

Net Interest 1,072 2,966 4,042 4,213

Other Income 895 2,139 2,500 2,500

Profit before Tax  1,994  1,576  359 543

Total Tax 693 663 118 177

Profit after Tax  1,301  913  242 365

Ex-Od items / Min. Int. (836) (2,113) (2,500) (2,500)

Adj. PAT  1,301  913  242 365

Avg. Shares O/S (m)  28.9  30.3  30.3 30.3

EPS (Rs.)  45.0  30.1  8.0 12.0
 

Cash Flow Abstract (Rs m)    
Y/e March     2010  2011  2012E 2013E
C/F from Operations 58 (6,433) 6,836 5,253

C/F from Investing (11,604) (8,177) — —

C/F from Financing 12,069 15,822 (7,917) (5,784)

Inc. / Dec. in Cash 524 1,213 (1,081) (531)

Opening Cash 2,306 2,844 4,072 3,006

Closing Cash 2,844 4,072 3,006 2,490

FCFF (2,375) (15,807) (1,206) 941

FCFE 10,601 26 (4,900) (509)

 
 
 

Key Financial Metrics 
Y/e March             2010  2011  2012E 2013E
Growth     
Revenue (%) 35.2 10.5 (5.0) 15.0

EBITDA (%) 35.3 13.5 (13.9) 15.7

PAT (%) (2.6) (29.8) (73.5) 50.9

EPS (%) (7.2) (33.0) (73.5) 50.9

Profitability     
EBITDA Margin (%) 18.4 18.9 17.1 17.2

PAT Margin (%) 10.3 6.5 1.8 2.4

RoCE (%) 8.3 7.1 6.1 6.9

RoE (%) 16.8 9.6 2.3 3.3

Balance Sheet     
Net Debt : Equity 2.4 3.3 3.0 2.8

Net Wrkng Cap. (days) — — — —

Valuation     
PER (x) 2.1 3.1 11.6 7.7

P / B (x) 0.3 0.3 0.3 0.3

EV / EBITDA (x) 9.8 14.2 15.4 13.0

EV / Sales (x) 1.8 2.7 2.6 2.2

Earnings Quality     
Eff. Tax Rate 34.8 42.1 32.7 32.7

Other Inc / PBT 2.9 1.6 — —

Eff. Depr. Rate (%) 3.5 2.2 2.5 2.5
FCFE / PAT 814.8 2.8 (2,025.7) (139.5)
Source: Company Data, PL Research. 

 
  

Balance Sheet Abstract (Rs m)   
Y/e March      2010  2011  2012E 2013E
Shareholder's Funds 8,422 10,650 10,785 11,044

Total Debt 23,010 38,844 35,150 33,700

Other Liabilities 437 1,508 1,508 1,508

Total Liabilities  31,869  51,002  47,443 46,252

Net Fixed Assets 10,958 16,439 16,070 15,699

Goodwill 3 1,113 1,113 1,113

Investments 9,275 10,046 10,046 10,046

Net Current Assets 11,604 23,378 20,129 19,309

     Cash & Equivalents  2,844  4,072  3,006 2,490

     Other Current Assets  21,208  34,168  34,215 36,474

     Current Liabilities  12,448  14,862  17,091 19,655

Other Assets 28 26 86 86

Total Assets  31,869  51,002  47,443 46,252

 
 
 
 

Quarterly Financials (Rs m)     
Y/e March      Q3FY11  Q4FY11  Q1FY12 Q2FY12
Net Revenue  3,450  3,477  3,652 3,578

EBITDA  635  633  666 669

% of revenue  18.4  18.2  18.2 18.7

Depr. & Amortization 51 63 99 99

Net Interest 635 929 1,056 1,294

Other Income 1 — — 2

Profit before Tax  347  579  256 352

Total Tax 115 196 83 120

Profit after Tax  232  382  173 232

Adj. PAT  232  382  173 232
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. 

 

 


