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Rajesh Exports (RJEX_IN) 

Earnings Update Report 

Consumer Discretionary: Gold Jewelry Manufacturer 

Wednesday, August 16, 2017 

Q1FY2018 [ended June] Earnings Update 
 
+10% EPS & -14.5% Revenue  
Rajesh Exports reported mixed results for the first quarter of 
&9ςπρψȢ %")4$! ÉÎÃÒÅÁÓÅÄ ÂÙ ρφȢχϷ 9Ï9 ÔÏ τȢτυ ÂÎ ÁÎÄ %03 
ÉÎÃÒÅÁÓÅÄ ÂÙ ρπϷ ÔÏ ρπȢπυȢ 4ÈÅ ÉÎÃÒÅÁÓÅ ÉÎ %03 ÃÁÍÅ ÁÓ ÏÐÅÒÁÔÉng 
profit margin increased to 0.80% in 1Q2018 from 0.62% during the 
corresponding period last year. The company mentioned in its 
earnings release that the increase in profitability was mainly due to 
ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÓÈÉÆÔ ÔÏ×ÁÒÄÓ ÈÉÇÈÅÒ ÍÁÒÇÉÎ ÂÕÓÉÎÅÓÓes. Revenues 
×ÅÒÅ ÄÏ×Î ρτȢυϷ 9Ï9 ÔÏ υπτȢρ bn. We spoke with management 
of the company after the earnings release, during which they 
mentioned that the fall in revenue was mainly a result of the 
appreciation of the Indian Rupee and the fall in gold price.  In 
fact, volumes sold actually went up by about 1.5%, as per 
management. The average USD/INR exchange rate for the April to 
June 2017 quarter was approximately 64.50 per 53$ ÖÓȢ φχȢππ ÐÅÒ 
USD for the corresponding period last year, an appreciation of about 
4% for the Indian Rupee. Similarly, the average gold price for the 
April to June 2017 quarter was less than $1,200 per ounce, a decline 
of more than 5% over the average gold price of about $1,260 per 
ounce during the same period last year. These two effects combined 
explain almost 10% of the fall in revenues. Gold price has improved 
over the last month mainly due to the increasing international 
political turmoil. Gold is currently trading at about $1,270 per ounce 
vs. $1,210 just a month back. With improving gold prices and 
stabilizing Indian Rupee, we expect to see revenues for Rajesh 
Exports to rebound in the coming quarters. 
 
The company operated a total of 81 SHUBH branded retail stores at 
the end of the quarter, flat on a QoQ basis. Retail expansion in India is 
one of the most important aspectÓ ÏÆ ÔÈÅ ÃÏÍÐÁÎÙȭÓ ÇÒÏ×ÔÈ ÓÔÒÁÔÅÇÙ 
as this will help the company to increase its margins by delivering 
higher value added products to its customers. During our call with 
management, they mentioned that they are planning to open new 
SHUBH stores during the latter half of the fiscal year 2018. In India, 
under the new GST [Goods and Service Tax] regime which became 
effective on July 1, 2017, the government announced a GST of 3% on 
gold bullions and a 5% charge on jewelry fabrication. The 
implementation of GST might cause some short-term disruption 
resulting in subdued demand for the next couple of months as 
retailers and consumers adjust to the new regime. However, any  
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long-term impact should be negligible, in our opinion. The upcoming 
festive season of Diwali in October should provide a strong boost to 
jewelry sales.   
 
Revise Estimates; Maintain PT 
The improving gold price and stabilizing Indian Rupee gives us 
confidence that the company will be able to grow its revenues in the 
coming quarters. We conservatively revise our FY2018 revenue 
estimate downwards by about ςȢυϷ ÔÏ ςȟτωπ ÂÎ ɍÐÒÅÖÉÏÕÓ ÅÓÔÉÍÁÔÅȡ 
ςȟυυπ ÂÎɎ ÁÎÄ ÏÕÒ %03 estimate downwards by about ςϷ ÔÏ τφȢσ0 

ɍÐÒÅÖÉÏÕÓ ÅÓÔÉÍÁÔÅȡ τχȢς0]. Our estimates represent growth of 2.8% 
and 9.7% for revenue and EPS, respectively, over the previous year. 
We maintain our one-ÙÅÁÒ ÐÒÉÃÅ ÔÁÒÇÅÔ ÏÆ ωππ ÏÎ ÔÈÅ ÓÔÏÃËȢ /ÕÒ ÐÒÉÃÅ 
target represents a 25% upside from the current levels. Our 12-
month price target on the stock is based on P/E and backed by DCF 
methodology. Our DCF-ÂÁÓÅÄ ÐÒÉÃÅ ÉÓ ω14 which assumes 15.6% 
WACC and 3% terminal growth rate. We apply a multiple of 19.4x on 
ÏÕÒ &9πσȾςπρψ %03 ÅÓÔÉÍÁÔÅ ÏÆ τ6.30 which comes to 900. 
Currently, ÔÈÅ ÓÔÏÃË ÉÓ ÔÒÁÄÉÎÇ ÁÔ Á ÐÒÉÃÅ ÏÆ 719 which translates into 
a P/E of 15.5x based on our FY2018 EPS estimate.  
 
Unaffected by UAE Import Duty 
The UAE government levied a 5% import duty on jewelry which 
became effective from January 1, 2017. As a result, in the first quarter 
ÏÆ &9ςπρψȟ )ÎÄÉÁȭÓ ÇÏÌÄ ÊÅ×ÅÌÒÙ ÅØÐÏÒÔÓ ÉÎ ÔÅÒÍÓ ÏÆ ÖÁÌÕÅ ÄÒÏÐÐÅÄ ÂÙ 
more than 40%, according to some reports. However, we would like 
to point out that this had no effect on Rajesh Exports as UAE is 
merely a hub for the further transport of its gold jewelry and bullions 
to other parts of the world and hence the tax does not have any 
significant impact on its sales. Furthermore, almost 80% of the 
ÃÏÍÐÁÎÙȭÓ ÒÅÖÅÎÕÅÓ ÃÏÍÅ ÆÒÏÍ ÔÈÅ ÓÁÌÅ ÏÆ ÉÔÓ 6ÁÌÃÁÍÂÉ ÂÒÁÎÄÅÄ ÇÏÌÄ 
bullions to central banks and bullion houses around the world, 
ÃÁÒÒÉÅÄ ÏÕÔ ÆÒÏÍ 6ÁÌÃÁÍÂÉȭÓ ÆÁÃÉÌÉÔÉÅÓ ÉÎ 3×ÉÔÚÅÒÌÁÎÄ ÁÎÄ ÈÅÎÃÅ ÔÈÉÓ 
business is completely unaffected by the UAE import duty.   
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Income Statement (INR million) FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017 FY03/2018E FY03/2019E FY03/2020E CAGR (2016-20) 
Revenue          250,621             304,251             285,141             504,629        1,652,114            2,421,320          2,488,629            2,629,777            2,762,767  40% 
y/y 25.0% 21.4% -6.3% 77.0% 227.4% 46.6% 2.8% 5.7% 5.1% 

 Cost of Revenue -246,823 -308,150 -280,732 -489,782 -1,631,510 -2,400,793 -2,466,032 -2,605,660 -2,737,303 
 Gross Profit 3,798.0 -3,898.6 4,409.0 14,847.3 20,604.1 20,526.9 22,596.7 24,117.2 25,463.5 
 Gross margin (%) 1.5% -1.3% 1.5% 2.9% 1.2% 0.8% 0.9% 0.9% 0.9% 
 Other Operating Revenue             5,918                7,719                6,645                      1                   90                     471                   498                     526                     553  
 as a % of sales 2.4% 2.5% 2.3% 0.0% 0.01% 0.02% 0.02% 0.02% 0.02% 
 Selling, General & Admin Expense -424.3 -272.2 -2,436.1 -2,805.0 -3,796.0 -3,665.3 -3,981.8 -4,207.6 -4,420.4 
 as a % of sales 0.2% 0.1% 0.9% 0.6% 0.2% 0.2% 0.2% 0.2% 0.2% 
 Other Operating expenses -3,243.8 4,026.6 -1,131.1 0.0 0.0 0.0 0.0 0.0 0.0 
 as a % of sales 1.3% -1.3% 0.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 
 Operating Income 6,047.4 7,574.5 7,486.4 12,043.3 16,898.2 17,333.0 19,112.7 20,435.5 21,595.6 12% 

y/y 74.6% 25.3% -1.2% 60.9% 40.3% 2.6% 10.3% 6.9% 5.7% 
 Operating margin (%) 2.4% 2.5% 2.6% 2.4% 1.0% 0.7% 0.8% 0.8% 0.8% 
 Interest Expense -3,693.5 -2,995.1 -3,634.7 -4,782.7 -5,776.7 -4,302.7 -4,721.6 -4,721.6 -4,721.6 
 Interest income 1,948.7 289.8 186.8 0.0 0.0 0.0 0.0 0.0 0.0 
 Equity in (losses)income of affiliates 0.0 0.0 5.3 0.0 0.0 0.0 0.0 0.0 0.0 
 Other recurring (expenses)/income 15.9 26.8 -6.3 1.1 0.0 0.0 0.0 0.0 0.0 
 Amortization of intangibles 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Goodwill impairment 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Other non recurring (expenses) income 0.0 0.0 0.1 0.0 0.0 0.0 0.0 0.0 0.0 
 Pretax Income (reported)             4,319                4,896                4,038                7,262             11,122                13,030              14,391                15,714                16,874  18% 

y/y 60.6% 13.4% -17.5% 79.9% 53.2% 17.2% 10.4% 9.2% 7.4% 
 Pretax Income (adjusted)            4,319               4,896               4,037               7,262            11,122                13,030              14,391                15,714                16,874  18% 

y/y 72.2% 13.4% -17.5% 79.9% 53.2% 17.2% 10.4% 9.2% 7.4% 
   - Income Tax Expense -194.5 -370.1 -462.8 -711.3 -431.2 -571.4 -719.6 -785.7 -843.7 
 effective tax rate (%) 4.5% 7.6% 11.5% 9.8% 3.9% 4.4% 5.0% 5.0% 5.0% 
   - Minority Interests 0 0 0 0 0 0 0 0 0 
 Income Before XO Items             4,124                4,526                3,575                6,550             10,690                12,459              13,671                14,928                16,030  20% 

y/y 66.3% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
   - Extraordinary Loss Net of Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
 Net Income (reported)             4,124                4,526                3,575                6,550             10,690                12,459              13,671                14,928                16,030  20% 

y/y 66.3% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
 Exceptional (L)G 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 Net Income (adjusted) 4,124.0 4,525.9 3,574.7 6,550.3 10,690.3 12,459.0 13,671.5 14,928.2 16,030.3 20% 

y/y 79.4% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
 Basic EPS (reported) 14.0 15.3 12.1 22.2 36.2 42.2 46.3 50.6 54.3 
 Basic EPS (adjusted) 14.0 15.3 12.1 22.2 36.2 42.2 46.3 50.6 54.3 
 

           Basic Weighted Avg Shares 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 
 

           Diluted EPS (reported) 13.97 15.33 12.11 22.19 36.21 42.20 46.30 50.56 54.29 20% 
y/y 66.3% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 

 Diluted EPS (adjusted) 13.97 15.33 12.11 22.19 36.21 42.20 46.30 50.56 54.29 20% 
y/y 79.4% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 

 Diluted Weighted Avg Shares 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 
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Reference Items FY03/2011 FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017E FY03/2018E FY03/2019E FY03/2020E 

EBITDA               3,484              6,068                7,595                7,651              12,666             17,686                17,983              20,027                21,426                22,668  

Dividends per Share 0.60 0.60 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 

Dividend payout ratio 7.7% 4.3% 6.5% 8.3% 4.5% 2.8% 2.4% 2.2% 2.0% 1.8% 

Dep & Amor.                   20                  21                    21                   164                   622                 788                     650                   914                     990                  1,072  

as a % of sales 0.0% 0.0% 0.0% 0.1% 0.1% 0.05% 0.03% 0.04% 0.04% 0.04% 

           Balance Sheet (INR million) FY03/2011 FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017 FY03/2018E FY03/2019E FY03/2020E 

Assets   
           + Cash & Near Cash Items             78,150            78,548              98,458              72,142             117,345           123,755               148,402             160,114               180,109               201,265  

  + Short-Term Investments                    -                     -                       -                       -                       -                     -                         -                       -                         -                         -    

  + Accounts & Notes Receivable             15,888            26,018              23,291              24,152              29,898             48,896                50,199              50,925                53,813                56,534  

  + Inventories               3,773              6,344                7,753                5,713                5,675              9,926                11,628              11,070                11,696                12,287  

  + Other Current Assets               6,863              8,058                8,161                8,129                4,222              4,336                  8,606                8,606                  8,606                  8,606  

Total Current Assets            104,674           118,969             137,662             110,135             157,140           186,913               218,834             230,714               254,224               278,693  

  + Long-Term Investments                  374                 374                   374                   503                1,018              9,003                  9,191                9,191                  9,191                  9,191  

    + Gross Fixed Assets                  524                 542                   549                1,673                3,618              8,774                  9,127                9,351                  9,482                  9,593  

    - Accumulated Depreciation -150 -170 -191 -354 -976 -1,765 -2,415 -3,329 -4,319 -5,391 

  + Net Fixed Assets                  374                 372                   358                1,319                2,641              7,009                  6,712                6,022                  5,163                  4,202  

  + Other Long-Term Assets                   14                  14                      7                   423                      8                    8                     424                   424                     424                     424  

  + Goodwill & other Intangible Assets                    -                     -                       -                       -                       -                6,479                  6,156                6,156                  6,156                  6,156  

Total Long-Term Assets 762.3 759.6 738.8 2,245.8 3,667.3 22,499.1 22,483.5 21,793.4 20,934.5 19,972.7 

Total Assets 105,435.9 119,728.3 138,401.2 112,381.2 160,807.2 209,412.5 241,317.6 252,507.9 275,158.4 298,665.3 

 
        

      Liabilities & Shareholders' Equity         
        + Accounts Payable             59,062            62,522              80,499              52,155              87,388           108,533               121,519             119,333               127,351               135,123  

  + Short-Term Borrowings             25,342            32,567              27,286              31,176              38,425             45,940                55,522              55,522                55,522                55,522  

  + Other Short-Term Liabilities               5,008              4,662                6,384                1,539                1,297              2,005                     657                   657                     657                     657  

Total Current Liabilities 89,412.1 99,751.0 114,168.9 84,870.6 127,110.6 156,478.2 177,699.1 175,513.2 183,530.8 191,302.7 

  + Long-Term Borrowings 0.0 0.0 0.0 0.0 0.0 
 

3,497.8 3,497.8 3,497.8 3,497.8 

  + Other Long-Term Liabilities 56.1 91.2 86.7 85.7 80.1 5,102.5 3,745.7 3,745.7 3,745.7 3,745.7 

Total Liabilities 89,468.2 99,842.1 114,255.6 84,956.3 127,190.7 161,580.7 184,942.6 182,756.6 190,774.3 198,546.2 

  + Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

  + Share Capital & APIC                  295                 295                   295                   295                   295                 295                     295                   295                     295                     295  

  + Retained Earnings & Other Equity             15,672            19,591              23,850              27,130              33,321             47,537                56,080              69,456                84,089                99,824  

Total Shareholders' Equity 15,967.7 19,886.1 24,145.7 27,424.9 33,616.5 47,832.2 56,375.0 69,751.2 84,384.2 100,119.2 

  + Minority Interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 

Total Liabilities & Equity 105,435.9 119,728.3 138,401.2 112,381.2 160,807.2 209,412.9 241,317.6 252,507.9 275,158.4 298,665.3 
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Cash Flow (INR million) FY03/2011 FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017E FY03/2018E FY03/2019E FY03/2020E 
  + Net Income 2,688.0 4,318.8 4,896.2 4,037.3 7,258.4 11,080.5 12,459.0 13,671.5 14,928.2 16,030.3 
  + Depreciation & Amortization 19.6 20.7 20.6 164.1 622.3 790.0 650.0 914.0 990.4 1,072.2 
  + Other Non-Cash Adjustments 1,661.3 3,691.4 2,141.4 3,011.5 783.6 10,339.1 0.0 0.0 0.0 0.0 
  + Changes in Working Capital 2,437.2 -10,941.7 21,427.6 -32,235.9 33,189.7 -1,510.6 4,364.8 -2,354.0 4,502.5 4,459.6 
Cash From Operating Activities 6,806.0 -2,910.8 28,485.7 -25,022.9 41,854.0 20,699.0 17,473.8 12,231.6 20,421.1 21,562.1 
  + Disposal of Fixed Assets 0.0 0.2 0.0 0.2 0.0 0.0 0.0 0.0 0.0 0.0 
  + Capital Expenditures -26.7 -18.4 -7.1 -1,154.8 -1,575.2 -11,636.6 -242.1 -224.0 -131.5 -110.5 
  + Increase in Investments 0.0 0.0 0.0 -100.0 -468.0 -7,802.9 -603.5 0.0 0.0 0.0 
  + Decrease in Investments 15.0 0.0 0.0 0.0 0.0 0.9 0.0 0.0 0.0 0.0 
  + Other Investing Activities 0.6 2.2 1.6 1.0 1.0 0.0 322.3 0.0 0.0 0.0 
Cash From Investing Activities -11.1 -16.0 -5.5 -1,253.6 -2,042.2 -19,438.6 -523.3 -224.0 -131.5 -110.5 
  + Dividends Paid -226.5 -205.9 -295.3 -295.3 -355.4 -355.4 -295.3 -295.3 -295.3 -295.3 
  + Change in Short-Term Borrowings 4,441.0 7,224.6 -5,280.4 3,890.0 7,534.6 6,034.3 9,582.5 0.0 0.0 0.0 
  + Increase in Long-Term Borrowing 0.0 0.0 0.0 0.0 -285.9 0.0 3,497.8 0.0 0.0 0.0 
  + Decrease in Long-term Borrowing 0.0 0.0 0.0 0.0 0.0 1,480.7 0.0 0.0 0.0 0.0 
  + Increase in Capital Stocks 2,272.3 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Decrease in Capital Stocks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
  + Other Financing Activities -1,666.9 -3,693.5 -2,995.1 -3,634.8 -4,782.7 -5,776.7 0.0 0.0 0.0 0.0 
Cash from Financing Activities 4,819.9 3,325.2 -8,570.8 -40.0 2,110.6 1,382.9 12,785.0 -295.3 -295.3 -295.3 
Net Changes in Cash 11,614.8 398.3 19,909.4 -26,316.5 41,922.4 2,643.3 29,735.5 11,712.3 19,994.4 21,156.3 
Opening cash     

     
148,402.0 160,114.3 180,108.7 

Closing cash 
       

160,114.3 180,108.7 201,265.0 

 

Ratio Analysis FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017E FY03/2018E FY03/2019E FY03/2020E 

          Growth Ratios % 
         Revenue 25.0% 21.4% -6.3% 77.0% 227.4% 46.6% 2.8% 5.7% 5.1% 

EBITDA 74.2% 25.2% 0.7% 65.6% 39.6% 1.7% 11.4% 7.0% 5.8% 
Operating Income 74.6% 25.3% -1.2% 60.9% 40.3% 2.6% 10.3% 6.9% 5.7% 
Net income reported 66.3% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
Net income adjusted 79.4% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
Diluted EPS reported 66.3% 9.7% -21.0% 83.2% 63.2% 16.5% 9.7% 9.2% 7.4% 
Diluted EPS adjusted 79% 10% -21% 83% 63% 17% 10% 9% 7% 
Dividend per share 0.00% 66.67% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 

          Accounts Receivables 63.8% -10.5% 3.7% 23.8% 63.5% 2.7% 1.4% 5.7% 5.1% 
Inventory 68.1% 22.2% -26.3% -0.7% 74.9% 17.1% -4.8% 5.7% 5.1% 
Fixed Assets -0.3% -2.7% 204.0% 63.3% 513.5% -0.1% -3.1% -3.9% -4.6% 
Total Assets 13.6% 15.6% -18.8% 43.1% 30.2% 15.2% 4.6% 9.0% 8.5% 
Working Capital -28.7% 78.1% -67.1% 211.4% -3.1% 9.2% -4.5% 9.1% 8.3% 
Accounts Payable 5.9% 28.8% -35.2% 67.6% 24.2% 12.0% -1.8% 6.7% 6.1% 
Short Term Debt 28.5% -16.2% 14.3% 23.3% 19.6% 20.9% 0.0% 0.0% 0.0% 
Long Term Debt 

         Total Equity 24.5% 21.4% 13.6% 22.6% 42.3% 17.9% 23.7% 21.0% 18.6% 

          Cash From Operations -142.8% -1078.6% -187.8% -267.3% -50.5% -15.6% -30.0% 67.0% 5.6% 
Capital Expenditure 31.1% 61.4% -16142.5% -36.4% -638.7% 97.9% 7.5% 41.3% 16.0% 
Free Cash Flow -143.2% -1072.2% -191.9% -253.9% -77.5% 90.1% -30.3% 69.0% 5.7% 
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Per Share Data (INR) FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017E FY03/2018E FY03/2019E FY03/2020E 
Basic EPS (adjusted) 14.0 15.3 12.1 22.2 36.2 42.2 46.3 50.6 54.3 
Diluted EPS (adjusted) 14.0 15.3 12.1 22.2 36.2 42.2 46.3 50.6 54.3 
Dividend per share (DPS) 0.6 1.0 1.0 1.0 1.0 1.0 1.0 1.0 1.0 
Book Value per share (BVPS) 67.4 81.8 92.9 113.9 140.1 170.1 215.4 265.0 318.2 

          Margins (%) 
         Gross Margin 1.5% -1.3% 1.5% 2.9% 1.2% 0.8% 0.9% 0.9% 0.9% 

Operating Margin 2.4% 2.5% 2.6% 2.4% 1.0% 0.7% 0.8% 0.8% 0.8% 
EBITDA Margin 2.4% 2.5% 2.7% 2.5% 1.1% 0.7% 0.8% 0.8% 0.8% 
Pre-Tax Margin (adjusted) 1.7% 1.6% 1.4% 1.4% 0.7% 0.5% 0.6% 0.6% 0.6% 
Net Income Margin (adjusted) 1.6% 1.5% 1.3% 1.3% 0.6% 0.5% 0.5% 0.6% 0.6% 

          Return Ratios 
         Dupont ROE (%) 20.7% 18.7% 13.0% 19.5% 22.3% 22.1% 19.6% 17.7% 16.0% 

Margin (%) 1.6% 1.5% 1.3% 1.3% 0.6% 0.5% 0.5% 0.6% 0.6% 
Turnover (x) 2.1 2.2 2.5 3.1 7.9 10.0 9.9 9.6 9.3 
Leverage (x) 6.0 5.7 4.1 4.8 4.4 4.3 3.6 3.3 3.0 

          Return on Assets 3.4% 3.3% 3.2% 4.1% 5.1% 5.2% 5.4% 5.4% 5.4% 
Return on Capital Employed 30.3% 31.3% 27.2% 35.7% 31.9% 27.2% 24.8% 22.3% 20.1% 
Return on Invested Capital 7.9% 8.8% 6.1% 9.1% 11.4% 10.8% 10.6% 10.4% 10.1% 

          FCF Calculation 
         Op. cash  -2,910.8 28,485.7 -25,022.9 41,854.0 20,699.0 17,473.8 12,231.6 20,421.1 21,562.1 

capex -18.4 -7.1 -1,154.8 -1,575.2 -11,636.6 -242.1 -224.0 -131.5 -110.5 
FCF (INR million) -2,929.3 28,478.6 -26,177.8 40,278.8 9,062.4 17,231.7 12,007.6 20,289.6 21,451.6 
FCF margin (%) -1.2% 9.4% -9.2% 8.0% 0.5% 0.7% 0.5% 0.8% 0.8% 
FCF per share -9.92 96.46 -88.66 136.42 30.69 58.36 40.67 68.72 72.66 
Price/FCF per share -72.47 7.45 -8.11 5.27 23.42 12.32 17.68 10.46 9.90 
FCF Yield -1.4% 13.4% -12.3% 19.0% 4.3% 8.1% 5.7% 9.6% 10.1% 

          Net Cash calculation 
         Cash + short term investments 78,548.3 98,457.6 72,141.6 117,344.6 123,754.9 148,402.0 160,114.3 180,108.7 201,265.0 

Less: long term debt + ST debt -32,566.7 -27,286.1 -31,176.1 -38,424.9 -45,939.9 -59,020.2 -59,020.2 -59,020.2 -59,020.2 
Net Cash 45,981.7 71,171.5 40,965.5 78,919.7 77,815.0 89,381.8 101,094.1 121,088.5 142,244.9 

          Net cash per share 155.7 241.1 138.7 267.3 263.6 302.7 342.4 410.1 481.8 

          
  

          
   Valuation ratio's 

         P/B 1.91 1.47 0.94 1.72 5.13 4.23 3.34 2.71 2.26 
P/E 9.21 7.84 7.24 8.82 19.86 17.04 15.53 14.22 13.24 
P/S 0.15 0.12 0.09 0.11 0.13 0.09 0.09 0.08 0.08 
EV/sales -0.03 -0.12 -0.05 -0.04 0.06 0.04 0.04 0.04 0.04 
EV/EBITDA -1.32 -4.70 -1.97 -1.67 5.68 5.59 5.02 4.69 4.43 
EV/EBIT -1.32 -4.71 -2.01 -1.76 5.95 5.80 5.26 4.92 4.65 
EV/FCF 2.73 -1.25 0.58 -0.53 11.09 5.83 8.37 4.95 4.69 
Dividend Yield (%) 0.08% 0.14% 0.14% 0.14% 0.14% 0.14% 0.14% 0.14% 0.14% 
Div payout on FCF -6.0% 1.0% -1.1% 0.7% 3.3% 1.7% 2.5% 1.5% 1.4% 
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Working Capital Ratios FY03/2012 FY03/2013 FY03/2014 FY03/2015 FY03/2016 FY03/2017E FY03/2018E FY03/2019E FY03/2020E 

Receivable days (DSO) 31 30 30 20 9 7 7 7 7 

Inventory days (DIO) 7 8 9 4 2 2 2 2 2 

Payables days (DPO) 90 85 86 52 22 17 18 18 18 

Current ratio 1.2 1.2 1.3 1.2 1.2 1.2 1.3 1.4 1.5 

Quick ratio 1.1 1.1 1.2 1.2 1.1 1.2 1.3 1.3 1.4 

Working capital -26764 -47678 -15701 -48890 -47380 -51745 -49391 -53893 -58353 

Cash conversion cycle -52 -47 -47 -28 -11 -8 -9 -9 -9 

          Leverage Ratios 
         Debt / equity 164% 113% 114% 114% 96% 105% 85% 70% 59% 

Net cash (debt) / equity 231% 295% 149% 235% 163% 159% 145% 143% 142% 

Net cash (debt) / mkt cap 121% 201% 158% 137% 37% 42% 48% 57% 67% 

Net cash (debt) / capital 88% 138% 70% 110% 83% 77% 79% 84% 89% 

          Coverage Ratios 
         Interest coverage [EBIT] 3.5 2.8 2.2 2.5 2.9 4.0 4.0 4.3 4.6 

Interest coverage [Opt. CF] -1.7 10.5 -7.3 8.8 3.6 4.1 2.6 4.3 4.6 

          Earnings Quality Ratios 
         Net operating assets/liab [NOA] -26096 -47026 -13541 -45303 -29983 -33007 -31343 -36704 -42126 

Average NOA -31468 -36561 -30283 -29422 -37643 -31495 -32175 -34024 -39415 

B/S accrual ratio -0.34 0.57 -1.11 1.08 -0.41 0.10 -0.05 0.16 0.14 

CF accurual ratio -0.22 0.66 -0.99 1.13 -0.25 0.14 -0.05 0.16 0.14 

          Enterprise Value Calculation FY 03/2012 FY 03/2013 FY 03/2014 FY 03/2015 FY 03/2016 Current 
   Market Cap. 37,981 35,471 25,893 57,766 178,331 212,285 
   + Minority Interest 0 0 0 0 0 0 
   +Total Debt (ST & LT Debt) 32,567 27,286 31,176 38,425 45,940 45,940 
   - Cash & Equivalents 78,548 98,458 72,142 117,345 123,755 123,755 
   Enterprise Value -8,001 -35,700 -15,072 -21,154 100,516 134,470 
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DCF model 2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E 2021E 2022E 2023E 2024E 2025E 

(in INR million)                               

EBIT 3,464 6,047 7,575 7,486 12,043 16,898 17,333 19,113 20,435 21,596 24,263 27,004 30,056 33,137 36,533 

% growth 0% 75% 25% -1% 61% 40% 3% 10% 7% 6% 12% 11% 11% 10% 10% 

                                

Taxes @ 7.7% 4.5% 7.6% 11.5% 9.8% 3.9% 4.4% 5.0% 5.0% 5.0% 10.0% 10.0% 10.0% 10.0% 10.0% 

                                

EBIAT 3,196 5,775 7,002 6,628 10,864 16,243 16,573 18,157 19,414 20,516 21,836 24,304 27,050 29,823 32,880 

% growth 0% 81% 21% -5% 64% 50% 2% 10% 7% 6% 6% 11% 11% 10% 10% 

                                

+ D&A 20 21 21 164 622 788 650 914 990 1,072 1,147 1,216 1,289 1,354 1,421 

- Capital expenditures -27 -18 -7 -1,155 -1,575 -11,637 -242 -224 -131 -111 -1,478 -1,567 -1,661 -1,744 -1,831 

- Change in net WC 2,437 -10,942 21,428 -32,236 33,190 -1,511 4,365 -2,354 4,503 4,460 5,333 5,171 5,591 5,286 5,661 

Free Cash Flow to Firm 5,626 -5,164 28,443 -26,598 43,100 3,884 21,346 16,493 24,775 25,937 26,839 29,125 32,270 34,718 38,131 

FCY y/y growth   -192% -651% -194% -262% -91% 450% -23% 50% 5% 3% 9% 11% 8% 10% 

                                

                                

Value per Share                               

      Cost of capital       WACC     15.6%           

Terminal Growth 13.6% 14.6% 15.6% 16.6% 17.6%   PV of Free Cash Flow   119,312           

2.5%              992               920                903               809               765    PV of Terminal Value   72,659           

2.8%           1,002               928                909               814               769    Add: Net Cash   77,815           

3.0%           1,009               933                914               817               772    Total Equity Value   269,786           

3.3%           1,020               942                920               822               776    Shares outstanding   295.25            

3.5%           1,028               948                925               826               779    DCF value     914           
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Disclaimer 
Evaluate Research provides institutional equity research on global public 

mid-cap companies. All information used in the publication of this report has 

been compiled from publicly available sources that are believed to be reliable; 

and we do not seek insider information for writing this report. Opinions, 

estimates and projections in this report constitute the current judgment of the 

analyst(s) as on the date of this report.  It is not guaranteed as to accuracy, 

nor is it a complete statement, of the financial products, securities, or markets 

referred to. Opinions are subject to change without notice. To the extent 

permitted by law, Evaluate does not accept any liability arising from the use 

of information in this report.   

 

This document is provided for information purposes only, and is not a 

solicitation or inducement to buy, sell, subscribe, or underwrite securities or 

units. Evaluate does not make individually tailored investment 

recommendations. Any valuation given in a research note is the theoretical 

result of a study of a range of possible outcomes, and not a forecast of a likely 

share price. The securities, issuances or investment strategies discussed in 

this report may not be suitable for all investors. Investments involve many 

risk and potential loss of capital. Past performance is not necessarily 

indicative of future results. Evaluate may publish further update notes on 

these securities/companies but has no scheduled commitment and may cease 

to follow these securities/companies as may be decided by the research 

management. 

 

The companies or funds covered in this research may pay us a fee in order for 

this research to be made available. Any fees are paid upfront without 

recourse. Evaluate and its analysts are free to issue any opinion on the 

security or issuance. Evaluate seeks to comply with the CFA Institute 

Standards as well as NIRI Guidelines (National Investor Relations Institute, 

USA) for all conduct, research and dissemination of research, particularly 

governing independence in issuer commissioned research. 

 

Forward-looking information or statements in this report contain information 

that is based on assumptions, forecasts and estimates of future results, and 

therefore involve known and unknown risks or uncertainties which may cause 

the actual results, performance or achievements of their subject matter to be 

materially different from the current expectations. 

 

Evaluate makes an effort to use reliable, comprehensive information, but 

makes no representation that this information is accurate or complete. 

Evaluate is under no obligation to update or keep current the information 

contained herein. The compensation of the analyst who prepares any Evaluate 

research report is determined exclusively by Evaluateõs research and senior 

management. 

 

Evaluate Research Ltd. does not conduct any investment banking, stock 

brokerage or money management business and accordingly does not itself hold 

any positions in the securities mentioned in this report. However, Evaluateõs 

directors, affiliates, and employees may have a position in any or related 

securities mentioned in this report at an appropriate time period after the 

report has already been disseminated, and in compliance with all CFA 

Institute Standards. 

 

No part of this report may be reproduced or published without the prior 

written consent from Evaluate Research Ltd. Please cite the source when 

quoting. 

 

Copyright 2015 Evaluate Research Limited. All rights reserved. 
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