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) A ) Market Data
Bharat Heavy Electricals Ltd, (BHEL) is an integrated power plant " BUY
atin
equipment manufacturer and one of the largest engineering and - :;) 063
manufacturing companies in India. The company is engaged in the design, Target Price 310
engineering, manufacture, construction, testing, commissioning and Stop Loss 241
servicing of a wide range of products and services for the core sectors of Duration Short-term
the economy. BHEL offers over 180 products and provides systems and 52-week High-Low (3) 291/100
services to meet the needs of core sectors. They have a wide-spread Rise from 52WL (%) 61.5
network comprising 15 manufacturing divisions, 8 service centres, 4 Correction from 52WH (%) 10.6
power sector regional centres, 18 regional offices, besides a large number Beta 2.54
of project sites spread all over India and abroad. 1year Average Volume (mn) 6.10
. 3M- 49.32
Investor’'s Rationale Stock Return (%) 6M- 51.33
Topline declined by 21% amid slowdown in order inflow — BHEL s 3529
. L . . Market Cap (Xbn) 633.19
registered de-growth of 21% YoY in its topline to I147.5 bn in Q4FY14 due Book Value (%) 139.06
to lack of demand from the captive power plants and slower execution at '
the major power producers. The company has indicated that execution has Shareholding Pattern
been slower at the customer’s end due to lack of clearances for its projects Mar'14 Dec’13 Chg
and tight liquidity market conditions. The revenue from Power fell by 21% Promoters (%) 63.06 67.72 (4.66)
at3122.11 bn and Industry segment fell by 25% at ¥32.31 bn.
Fll (%) 16.14 15.63 0.51
Net profit fell “43% on higher fixed costs — BHEL’s profit shrank
) . . DIl (%) 16.47 11.96 451
sharply by around 43% YoY to ¥18.4 bn in Q4FY14 as against 6.9 bn in
Q4FY13 on account of weak performance at the operational level. The Public & Others (%) 433 4.69 (0.36)
merger of Bharat Heavy Plates & Vessels with the company with effect from " quarterly Performance
August 30, 2013, has impacted profit for the quarter by 30.21 bn. @bn) Q4 Q4 Q3 YoY QoQ
n " 1 1 0, L)
Consequently, NPM contracted 457 bps YoY to 12.0% from 16.6%. Fy'14  FY'13 _ FY'14 _ Change(%) __Change (%)
Sales 147.5  188.5 84.6 (21.7) 74.3
EBITDA margin contracted 604 bps — The EBITDA of the company Op. exp 123.0 1455 765 (15.5) 60.8
contracted 41.3% YoY to ¥27.3 bn against the I46.5 bn year earlier, on  ggTDA 27.3 46.5 9.9 (41.3) 177.2
account of significant drop in revenue and high fixed costs. Accordingly,  opm (%) 18.2 24.2 11.4 (604bps) 676bps
OPM contracted 604bps YoY to 18.2% from 24.2% mainly due to higher  Net profit 18.4 32.4 6.9 (43.1) 165.3
material cost (as % to sales) up by 239 bps YoY. However, margins were NPM (%) 12.0 16.6 7.8 (457bps) 424bps
partially supported by fall in employee cost by 8% at ¥13.2bn and other  gps (3) 75 13.2 28 43.0 165.5
expenses by 7% at 323.04bn.
One Year Price Chart
Expect power generation capex to pick up - Power generation 170
capex is expected to pick up driven by structural trends. The Indian power 150
sector has witnessed a series of attempts by the government to address the 130
various contentious issues surrounding SEB finances, fuel availability, tariff 110
review, etc. During FY14, company’s total order intake stood at 3285 bn and 32
around 59% of the total order inflow comes only in Q4, which reflects that 50
the efforts made the government to revive economy will shortly begin 2 2 3 g2 38332 3 33 3 2
yielding actual results. However company’s total order outstanding declined 5 3 ? &?’ S é § 5 § s £ §
by 11% YoY to ¥1,015 bn in FY14 as against 31,151 bn. Nty s BHEL
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Disclaimer

@ All Rights Reserved

This report and Information contained in this report is solely for information purpose and may not be used as an offer document or solicitation
of offer to buy or sell or subscribe for securities or other financial instruments. The investment as mentioned and opinions expressed in this
report may not be suitable for all investors. In rendering this information, we assumed and relied upon, without independent verification, the
accuracy and completeness of all information that was publicly available to us. The information has been obtained from the sources that we
believe to be reliable as to the accuracy or completeness. While every effort is made to ensure the accuracy and completeness of information
contained, Indbank Limited and its affiliates take no guarantee and assume no liability for any errors or omissions of the information. This
information is given in good faith and we make no representations or warranties, express or implied as to the accuracy or completeness of the
information. No one can use the information as the basis for any claim, demand or cause of action.

Indbank and its affiliates shall not be liable for any direct or indirect losses or damage of any kind arising from the use thereof. Opinion
expressed is our current opinion as of the date appearing in this report only and are subject to change without any notice.

Recipients of this report must make their own investment decisions, based on their own investment objectives, financial positions and needs of
the specific recipient. The recipient should independently evaluate the investment risks and should make such investigations as it deems
necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document and should
consult their advisors to determine the merits and risks of such investment.

The report and information contained herein is strictly confidential and meant solely for the selected recipient and is not meant for public
distribution. This document should not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or

to the media or reproduced, duplicated or sold in any form.
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