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BAJAJ ELECTRICALS LTD 
 
Bajaj Electricals Ltd (BEL) is a 72 year old company with diversified business 
interest in consumer durables, lighting and engineering & projects (E&P). The 
company has grown strongly with revenues increasing at CAGR of 26% and a 
staggering 40% CAGR in the bottom line in last five years backed by robust 
growth in consumer segment and steady growth in other divisions. 
 
 Investment Rationale 

 Consumer durable which consists of small appliances and fans has registered a 
strong 3 year CAGR growth of 25.9%. Management has a very bullish stance on 
consumer appliances’ space and expects a growth of 20-24% (3x GDP growth). 
We expect segments revenue to increase to Rs.1945 Cr in FY13E from Rs.1276.9 
Cr in FY11 with a potential to grow at a CAGR of 23% over FY11-13E. 
 

 Company’s E&P segment which faced headwinds in Q1FY12 is showing 
credible traction with revenues increasing 9.7% YoY to Rs.171.2 Cr. Segment 
reported EBIT margins of 3.8% as against an operating loss in previous quarter. 
BELs current order book stands at Rs.742 Cr which provides revenue visibility for 
the current financial year. Lighting and luminaries segment combined is expected 
to register revenue of Rs.842.2 Cr in FY13E at 15.5% CAGR. 
 

 Among the 3 segments, consumer durable is the fastest growing segment with 
EBIT margins at 10-13% The share of consumer durable segment to total 
revenues has increased from 43.9% in FY08 to 46.6% in FY11. Going ahead, we 
expect consumer durable contribution to overall sales to increase to 50% in 
FY13E due to higher growth in this segment compared to other segments which 
would lead to margin expansion. 
 

 Q2FY12 performance was a mixed bag with revenues above expectations 
while margins being under pressure. Revenues grew 19.2% YoY to Rs.700.8 Cr, 
EBIDTA margins fell 22 bps to 7.6%, APAT at Rs.25 Cr registering a YoY 
growth of 7.9%, APAT margins however fell 37 bps to 3.6%. 
 

 Company witnessed pressure on its EBIT margins primarily due to the 
consumer durables segment which saw a decline in margins to the tune of 207 bps 
YoY in Q2FY12. Consequently company’s overall EBIT margin fell 40 bps YoY 
to 7%. 
 
Valuations 
At the CMP, BEL trades at a P/E and EV/EBIDTA of 9.6x and 5.5x, discounting 
its FY12E numbers. Based on increasing share of consumer segment, higher cash 
flows and strong growth prospects, we value the company at 11x FY13E EPS and 
arrive at a target price of Rs.241. We recommend BUY. 

Rating Buy 

CMP (Rs.) 154 

Target (Rs.) 241 

Upside % 56 
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KPIT CUMMINS 
 
KPIT Cummins (KPIT) provides technology solutions partner for global 
Manufacturing corporations with special focus on Automotive, Energy & Utilities, 
Industrial Equipments, and Semiconductor industries. Highly focused approach 
has helped company to pioneer innovative solutions and file 37 patents in the 
Automotive and Semiconductor domains. Following the acquisition of Sparta, 
KPIT’s revenue from its SAP-related ERP services doubled over the past two 
years. 
 
 Investment Rationale 

 KPIT Cummins has been experiencing strong demand environment due to 
cyclical up-tick in its manufacturing vertical, positive structural changes in 
Automotive clients, emerging economies growth and ramp ups from newly 
acquired business (CPG, In2Soft and Sparta).  
 

 We expect the robust growth to continue going ahead with strong Automotive 
engineering demand, sustained IT spending by manufacturing clients being the 
key growth drivers. 
 

  KPIT has shown one of the strongest revenue growth performance within the 
mid-cap space with revenue growth of 46% (40% organically) due to strong 
demand up-tick in major verticals. 
 

 KPIT acquired 50% stake in leading Oracle JDE enterprise service provider, 
Systime, for ~Rs1.03bn in Q1 FY12 thus strengthening its Oracle offering 
providing access to marquee clientele and un-penetrated geographies. 
 

 KPIT registered strong deal wins during 2QFY12. Traction from top client has 
also improved (36% yoy in 2QFY12). Moreover, it has also won a large deal from 
its top client recently. In addition, we expect KPIT’s partnership with PACCAR to 
ramp up by 1QFY13 and account for ~5% of employee base of KPIT. These 
strong deal wins and PACCAR relationship improve medium term visibility on 
revenue growth. 
 

 Despite consolidation of lower-margin SYSTIME, we believe that due to 
depreciating INR, KPIT will register a strong 250bps improvement in EBITDA 
margins by 4QFY12. 
 
Valuations 
The stock is currently trading at 13.5x FY11P/E which appears to be cheap. We 
assign BUY rating to the stock with a target price of Rs.185 indicating potential 
upside of 27% from current levels.  

Rating Buy 

CMP (Rs.) 146 

Target (Rs.) 185 

Upside % 27 
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JINDAL STEEL & POWER LTD 
Jindal Steel and Power Limited (JSPL) is one of India’s major steel producers 
with a significant presence in sectors like Mining, Power Generation and 
Infrastructure. With an annual turnover of over US $2.9 billion, JSPL is a part of 
the about US $15 billion diversified O P Jindal Group and is consistently tapping 
new opportunities by increasing production capacity, diversifying investments, 
and leveraging its core capabilities to venture into new businesses. The company 
has committed investments exceeding US$ 30 billion in the future and has several 
business initiatives running simultaneously across continents.  
 
Investment Rationale 

 Currently JSPL has operational capacity of 1,000MW at Tamnar, Chattisgarh, 
which is one of the largest merchant capacities in India. In the near term the 
company is likely to register a healthy profit from the power segment as the cost 
of power generation remains broadly unchanged, given the company has a captive 
coal mine. 
 

 JSPL is adding another 2,400MW of capacity at Tamnar (phase II) in two 
phases of 1,200MW each. For some time clearances were pending on this project 
but the project has received all the clearances recently. Hence, work is in progress 
now and that should be a positive trigger for the stock. 
 

 On the steel business, the management guided that it is likely to commission 
1.5-million-tonne plate mill in Angul, Orissa by the end of FY2012. Further, 
during H1FY2013 a 2-million-tonne DRI plant at Angul is expected to come up. 
The company is expected to add 1.6 million tonne of steel melting capacity by the 
next one year. 
 

 JSPL plans to increase its steel capacity 4x over the next four years and power 
capacity 10x in 10 years. JSPL has one of the best iron ore and coal resources in 
India, with assets spread over various mineral-rich countries. Both its steel and 
merchant power businesses are insulated from input prices. 
 

 The stock has underperformed over the last 18-20 months, due to anticipation 
of slower earnings growth over FY11-13. We expect the stock to get re-rated 
again, as the visibility of projects and earnings improves over the next 12 months. 
 
Valuations 
Amidst rising coal supply insecurity in India, the company stands out as one of the 
few companies having captive coal resources. We believe the integrated status of 
the company ensures it would generate better returns than the regulated players in 
the power segment. The sock is currently trading at very attractive valuations of 
11.3xFY11P/E. We recommend BUY with a target price of Rs 640 which is a 
price appreciation of 41% from CMP. 

Rating Buy 

CMP (Rs.) 453 

Target (Rs.) 640 

Upside % 41 
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SHASUN PHARMA 
 
Shasun Pharma (Shasun) is engaged in manufacturing active pharmaceutical 
ingredients (APIs), their intermediates and enteric coating excipients with a 
significant presence in some key generics. Shasun has created a strong product 
portfolio, building on its R & D Expertise, regulatory capabilities and multi scale 
production capacities.  Today, Shasun is one of the largest producers of Ibuprofen 
worldwide. The company offers derivatives of Ibuprofen like Ibuprofen Sodium, 
Ibuprofen Lysinate and S+Ibuprofen. It is also one of the major producers of 
Ranitidine and Nizatidine in the world. Its products are exported to countries  
across North America, Europe, Asia and Latin America.  
 
Investment Rationale 

 We expect that Rhodias performance will improve significantly on back of 
incremental supplies to Vertex over the next few quarters as the volume ramp up 
starts for Incivek and batch supplies get replaced with bulk orders. 
 

 Incivek commands more than 70% market share with one of the strongest 
launches within Pharma industry. Shasun Pharma stands to gain significantly as it 
has an assured contract from Vertex (Marketing rights for North America) for 
70% of its global requirement of API. We think the strong set of revenue of drug 
would reflect in subsequent quarter earnings for Shasun UK. 
 

 Management has recently highlights strong growth prospects with 40-50% 
revenue growth and profitability to triple in FY12. The company plans to reduce 
its debt from 330 Cr to 220 Cr with majority of it being repaid through internal 
accruals by the end of this financial year.Further the improvement in business 
fundamentals led by series of initiatives like expansion of capacities and launch of 
new products augur well for the future. 
 

 We maintain a positive outlook on the stock due to supplies for telaprevir to 
vertex, increased focus on high margin APIs and various expansion drives.  
 
 
Valuations 
The stock has come under pressure due to steep rupee depreciation which would 
lead to Market to market losses on company’s forward contract We believe going 
forward the company is a candidate for re-rating due to high potential growth with 
majority of earning accruing from UK subsidiary. At the CMP the stock is trading 
at 8.4x for FY11P/E. We recommend BUY with a target price of Rs 90. 
 
 

Rating Buy 

CMP (Rs.) 46 

Target (Rs.) 90 

Upside % 95 
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Stock Ratings 
BUY The stock's total return is expected to exceed 15% over the next 12 months 

ACCUMULATE The stock's total return is expected to be within 10‐15% over the next 12 months 

HOLD The stock's total return is expected to be within 0‐10% over the next 12 months 

SELL The stock's total return is expected to give negative returns over the next 12 months 

NOT RATED The Analyst has no recommendation on the stock under review

 

 
Disclaimer: 
This publication has been solely prepared for the information purpose and does not constitute a solicitation to any person to buy or sell a security. While 
the  information  contained  therein  has  been  obtained  from  sources  believed  reliable  investors  are  advised  to  satisfy  themselves  before making  any 
investments. Fairwealth Securities Ltd does not bear any responsibility for authentication of the information contained in the reports and consequently is 
not liable for any decision taken based on the same. Further Fairwealth Research report only provides information updates and analysis. All opinions for 
buying  and  selling  are  available  to  investors when  they  are  registered  clients  of  Fairwealth  Investment  advisory  services.  As  a matter  of  practice, 
Fairwealth  refrains  from publishing any  individual names with  its  reports. As per SEBI  requirements  it  is  stated  that, Fairwealth  securities  Ltd, and/or 
individuals thereof may have positions in securities referred herein and may make purchases or sale while this report is in circulation. 
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