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Industry CMP Recommendation Add on Dips to band Sequential Targets Time Horizon 

Industrial Machinery Rs.712.4 Buy at CMP and add on dips  Rs. 650- 665 Rs. 793-848 2-3 quarters 
 
Ingersoll Rand (IRIL) is a global diversified industrial company, engaged in the business of providing solutions for 
infrastructure development, industrial solutions, residential solutions and security technologies. It is a 74% subsidiary of 
Ingersoll Rand Company, U.S. and has its presence in India since 1921. IRIL manufactures a wide range of air compressors of 
various capacities with complete air solutions that span the entire compressed air system. The company has emerged as 
being amongst the largest exporters of engineered goods from India. The company's manufacturing facility is located in 
Gujarat & NCR.  
 

IRIL has rolled out an aggressive plan for growth in India. The foundation of this growth will be customer driven innovation, 
a robust infrastructure to support after sales services, a significant investment in the facilities to transform them into world 
class manufacturing operations and a ‘Customer First’ and ‘Solutionizing’ mindset. 
 

Going forward, IRIL by developing new, more productive and efficient products, thus increasing its service businesses and 
expanding market coverage in terms of geography. IRIL continues to execute its growth strategy and refine product 
development process. Through rigorous analysis, IRIL provides a set of alternatives and choose the best solutions for its 
customers, and in turn, its businesses. IRIL plans to introduce higher efficiency air compressors and packages, large sized 
centrifugal compressors. 
 

Despite a sluggish macro-economic scenario, after taking in to account (1) IRIL’s strategy to increase exports to parent 
entity in USA, (2) roll-out new products and (3) increase penetration in centrifugal compressor division with world class 
Cameron’s acquired asset, we feel IRIL could report a better top-line and bottom-line in future. 
 

Investment Rationale: 
 Closure of Chennai plant in FY16 will bring EBITDA/operating margins back on track.  
 Acquired Cameron Manufacturing India’s products to increase traction for centrifugal compressor product line.  
 Utilizing excess cash to reward shareholders; Zero Debt, High cash per share, Positive Free cash flows and Consistent 

dividends.   
 Constant technology innovation and product development keeping in mind the Indian market. 

 

Concerns: 
 Pricing Pressure due to competition  
 Weakness in Rupee 
 Compressor segment growth highly dependent on economic activity 
 Currently other income forms major chunk of earnings which may act as buffer but core operation need to grow to 

report better and sustainable results on profitability front. 

HDFC Scrip Code INGSEREQNR 

BSE Code 500210 

NSE Code INGERRAND 

Bloomberg INGR  IN 

CMP  30 Sept 2016 Rs. 712.4 

Equity Capital (Rs crs) Rs. 31.6 

Face Value (Rs) 10 

Equity Sh. O/s (Cr) 3.16 

Market Cap (Rs crs) Rs. 2248.9 

Book Value (Rs) Rs. 315 

Avg. 52 Week Vols 15281 

52 Week High  840.2 

52 Week Low 582.3 

  

Shareholding Pattern-%       Jun 2016 

Promoters 74.00 

Institutions 8.65 

Non Institutions 17.35 

Total 100.0 
 
Fundamental Research Analyst: Abhishek 
Lodhiya 
 Abhishek.Lodhiya@hdfcsec.com 
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 Fellow subsidiary presence/ transactions in India may raise concerns about the minority shareholder interest in IRIL.  
 

View and Valuation: 
At CMP of Rs 712.4, IRIL is quoting at ~26xFY18E EPS of Rs 27.3. Given the company’s focus on developing new, more 
productive and efficient products, increasing its service businesses and expanding market coverage in terms of geography, 
high cash per share, zero debt status and consistent dividend payout we feel investors could look to buy the stock at CMP 
and average at band of Rs 650-Rs665 (~24xFY18E or 31xFY18E core EPS) for sequential targets of Rs 793 and Rs 848 (29x 
FY18E-31xFY15E) in the next 2-3 quarters. Looking at the large cash per share of Rs.230.7 in FY18E, our targets represent 41 
and 45x FY18E core EPS.  
 

Financial Summary: 
Rs in Cr, Q1FY17 Q1FY16 YoY-% Q4FY16 QoQ-% FY15 FY16 FY17E FY18E 
Net Sales 151.8 143.6 5.66% 145.1 4.60% 655.5 658.8 708.2 779.1 
EBITDA 11.5 0.9 1222.99% 3.0 287.54% 44.5 43.3 64.3 77.7 
Adj. PAT 15.8 7.7 104.54% 15.9 -0.63% 59.7 62.3 75.1 86.3 
Adj. EPS (Rs.) 5.0 2.4 104.54% 5.0 -0.63% 18.9 19.7 23.8 27.3 
Core EPS (Rs.) 1.8 -0.5 N/A -0.2   6.4 7.4 10.9 13.7 
P/E (x)           39.8 35.2 29.9 26.1 
EV / EBITDA (x)           17.4 18.2 13.4 11.6 
RoE (%)           6.0 6.5 7.3 8.0 

                                                       (Source: Company, HDFC sec) 
Company Description: 
Ingersoll-Rand (India) Ltd (IRIL), a 74% subsidiary of Ingersoll Rand Company, U.S., has its presence in India since 1921. The 
company established its first manufacturing plant in India in 1965 and became a public limited company in 1977. 
 

IRIL has two world class manufacturing facilities (ISO 9001 and ISO 14001 certified) at Naroda -Ahmedabad, Sahibabad –
NCR and Engineering & Technology Centers at (Bidadi) Bangalore. It is primarily engaged in the business of manufacturing 
and sales of Industrial air compressors of various capacities. IRIL is a leader in bringing new products to the market with the 
help of its in house R&D facility. Company spent Rs. 3.29 Cr (0.56% of total sales) in FY16 for product development and filed 
multiple patent applications from the Naroda manufacturing facility. It also manufactures Air Conditioner package for buses 
under contract manufacturing arrangement for its fellow subsidiary in India. It sells air compressors primarily in India and 
also exports to other SAARC countries and United States. In 2012, it launched interactive technologies in air- conditioners 
and locks through its Trane Brand in India. 
 

IRIL is a pioneer in bringing centrifugal technology into India and started manufacturing CENTACS (Centrifugal Compressors) 
way back in 1989 when centrifugal technology was hardly known and accepted. In recent times, with the focus shifting to 
energy efficient compressor technology, IRIL launched the award-winning ‘Nirvana’ energy saving rotary compressors. The 
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company continues to bring latest technologies to India and launch localized products keeping in mind the requirements of 
the Indian market. 
 

Business: 
The Indian arm has basically one vertical “Industrial Technologies” which includes compressors, tools, material handling, 
pumps and electric vehicles. Lately it has also introduced residential solutions through its Trane brand of interactive 
technology. 
 
 
 
 
 
 
 
 
 
 
 
Broadly, company has classified its business into two segments: Air Solutions (AS) and Others. Air Solutions segment 
includes reciprocating compressors, centrifugal compressors and system components. Others segment comprises of 
contract manufacturing for associate companies. Its products are primarily sold to industries in the automotive, metals, 
pharmaceutical and textile sectors. Its business units include Commercial Business Unit, which include products, such as air 
distribution, air treatment and audit solutions; Industrial Business Unit, which include air receivers, air distribution piping 
system and condensate drains, and Process Business Unit, which offers process solutions for compressed air systems under 
brands, such as CENTAC & PET Compressors.   
 

Trane solutions optimize indoor environments with a broad portfolio of energy efficient heating, ventilating and air 
conditioning systems, building and contracting services, parts support and advanced control. None of the IRIL’s fellow 
subsidiaries in India are into compressor manufacturing and are mostly into allied activities like trading, distribution, 
servicing etc. 
 

IRIL in 2014 had initiated Naroda manufacturing facility transformation with an investment of Rs. 100 Cr; phase I of which 
has been completed successfully. Phase II & Phase III is in progress and is going on as per schedule. In Phase II factory 
building and concurrent construction of factory will get completed while in Phase III office building will be completed. 
 

IRIL recently launched compressed air rental services. This new offering provides a wide range of compressed air solutions 
for rent now in India, after being successfully launched in Europe, Middle East and Africa markets. With the introduction of 
rental Services, customers can now depend on reliable temporary compressed air solutions that will allow them to minimize 
their downtime and maximize their production, maintaining critical processes in a sustainable manner. IRIL’s Compressed 
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Air Rental Services is the solution for seasonal peak demand, unexpected equipment failure, planned outage and 
maintenance, tight capital budgets etc. 
 

IRIL does not pay any royalty charges to its parent company. 
 

Parent – Ingersoll Rand 
The promoter of the company, Ingersoll-Rand Inc. (NYSE: IR) is an Irish global diversified industrial company founded in 
1871.  Ingersoll Rand is a ~$123 billion global business and the group constitutes of nearly 32 companies spread across the 
globe. The Indian arm contributed ~$98 million to the global revenues. With the current rate of growth, management 
expects the Indian market to become the fourth largest by overtaking the Latin American market in the coming years. For 
Ingersoll Rand, the US and Europe are the top two markets, followed by China. The global business of Ingersoll also includes 
Climate Solutions and Security Technologies besides Industrial Technologies and Residential Solutions.  
 

Climate Solutions: The Climate Solutions sector aligns Trane Commercial Systems and Thermo King Businesses under one 
sector to offer integrated solutions to customers to improve energy efficiency and sustainability. Climate Solutions sector 
includes the industry leading heating, ventilation, air-conditioning and refrigeration (HVAC-R) commercial brands.  
 

Security Technologies: The sector's market leading products include electronic and biometric access control systems, time-
and-attendance and personnel scheduling systems; mechanical locks, portable security; door closers, exit devices, 
architectural hardware and other technologies and services for global security markets. 
 

Company’s family of brands—including Club Car®, Ingersoll Rand®, Schlage®, Thermo  King® and Trane® —work together to 
enhance the quality and comfort of air in homes and buildings; transport  and protect food and perishables; secure homes 
and commercial properties; and increase industrial  productivity and efficiency.  Ingersoll is one of the leading players in air 
conditioning systems and services (Trane), transport refrigeration (Thermo King), door hardware (Schlage) and industrial 
technologies (Club Car) markets. 
 

Ingersoll Rand Plc., Ireland the ultimate holding of IRIL acquired the Centrifugal Compression Division of Cameron 
International Corporation worldwide. And as per the arrangement the Centrifugal division of Cameron Manufacturing India 
Pvt. ltd was taken over by the Ingersoll Rand India Ltd against the payment of Rs. 1.48 Cr. Addition of Cameron 
Manufacturing’s products/facilities will further deepen the IRIL’s offering in the Centrifugal compressor segment and in turn 
will increase the sales volumes for IRIL in coming years. 
 

Industry Overview 
The global market for compressed air equipment and aftermarket is characterized by a diversified customer base. Air 
compressors are used in wide spectrum of applications in which compressed air is used as a source of power or as an 
integrated part of industrial process. Gas compressors find use in any industry where gases are handled as part of the 
manufacturing process, such as vanaspati, fertilizers, refineries, etc. apart from usage in gas purification and bottling plants 
including LPG bottling. 
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Some of the applications of air compressors other than mining and construction are stated below: 
Industry  Applications Utility for Compressed Air 
Textile Spinning, Weaving, Processing etc Pneumatic operations 
Chemicals Dyes & Intermediaries Filter pres, Spray driers, Material transfer 
Pharmaceuticals Blister pack machines Pneumatic operations 
Plastics Blow Moulding Machines, Injection Moulding Machines Pneumatic operations, Blowing 
Dairy FFS Machines Pneumatic operations 
Automobiles   Pneumatic operations, tyres, tubes 
Railways Electrical locomotives, diesel loco, Tap changers, contractors, brakes etc 
  auxilliary compressors   

  
The industrial compressors industry in India, valued at INR 33bn (~USD 550mn) in FY 2014, has been growing at a CAGR of 
~7% for FY12-14. The industry will be worth approximately INR 50bn (~USD 833 million) by FY 2019, growing at CAGR of 
~9%. 
 

Government initiatives on infrastructure have led to a healthy growth in heavy industries in India. Considering the 
possibility of 7-8% percent economic growth over the coming years, steady growth can be anticipated in the majority of the 
heavy industries like metals and mining, hydrocarbons, cement and power. The Government of India’s big-ticket 
announcements like Make in India, Smart Cities, investment in Infrastructure, opening up of Foreign Direct Investment (FDI) 
in several sectors and steps taken to streamline the decision making process, removing bottlenecks in investment and the 
surge in investor interest is expected to fuel growth in the coming years. Net FDI inflows into India hit an all-time high in 
January 2016 at $3 billion on a 12-month moving average basis. The development of industrial corridors, investment & 
manufacturing zones, and 'smart cities' will further bolster investment inflows which will increase sharply increase the 
industrial activity. 
 

Buyer preference for compressors has also witnessed a shift over the last few years. End user emphasis on efficiency and 
energy saving has resulted in preference for integrated solution providers who offer equipment along with necessary 
spares, services and support. 
 

Only a few indigenous suppliers along with multinational companies are able to offer desired cost-effective solutions to the 
customers. This is one of the major challenges for most of the small and medium-scale manufacturers who lack the 
required capital and technical expertise. As a consequence, this is likely to reduce growth prospects for small participants 
and eventually will lead to consolidation in the industry. 
 

Q1FY17 Highlights: 
IRIL reported 6% revenue growth for Q1FY17 at Rs. 151.8 Cr. against same quarter last year, and up 5% on QoQ basis. 
Surprise was on the gross profit front as gross margin expanded by the 720 bps/363 bps to 40% on YoY/QoQ basis on the 
back lower raw material cost.  
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With better cost control mechanism, company reported EBITDA of Rs. 11.5 Cr. and EBITDA margin jumped to 8% from 1% in 
Q1FY16 and 2% in Q4FY16. Other Income also witnessed decent growth of 11.64% on the YoY basis and stood at Rs. 15.4 Cr. 
IRIL reported Adjusted PAT at Rs. 15.8 Cr. higher by 105% against Q1FY16 of Rs. 7.7Cr. which resulted in EPS of Rs. 5/ share.   
 
Investment Rationale:  
Closure of Chennai plant will bring EBITDA/operating margins back on track: 
IRIL had set up a manufacturing facility at Mahindra World City in Chennai for manufacture of refrigeration products and to 
be sold exclusively to Ingersoll Rand Climate Solutions Private Limited (IRCSPL). At a meeting of the Board of Directors held 
on 21st September 2015, IRIL’s Directors decided to discontinue the operations at the Company’s plant in Chennai on 
account of lack of future orders from IRCSPL and entered into a termination agreement for terminating the supply 
agreement with IRCSPL. In terms of the termination agreement, IRCSPL will reimburse all the loss, expenses and taxes that 
may be suffered by IRIL by way of damages upto the time all assets of Chennai Plant are disposed of and proceeds received 
by the Company. The gross revenue from Chennai Plant was Rs. 357 million in FY16 as against Rs.502 million in FY15. 
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The expenses or losses pertaining to the above have already been booked or shown as recoverable from IRCSPL. Hence 
going ahead the results will not have any impact of this plant in the books of IRIL. 
 

Historical trends suggest that ever since the IRIL started operation at Chennai manufacturing plant, the company’s margin 
started dropping due to additional cost entitled to Chennai plant as it was not running at higher capacity levels. Prior to the 
Q4FY13 IRIL was maintaining its EBITDA within the range of 10%-13% which thereafter for two years (FY14 &FY15) EBITDA 
margin was hovering in the range of 6%-8%(fall of 700bps- 400bps). We believe with the closure of the Chennai plant there 
will be improvement in efficiency at EBITDA level and margins will be back on track again and will slowly inch higher toward 
10% odd levels and going forward it will remain sustainable. 
 
Acquired Cameron Manufacturing India’s facilities/products to increase traction for centrifugal compressor product line.  
Air compressor market size at global stage is anticipated to be USD 39.28 billion in 2023, with 3.6% CAGR from 2016 to 
2023. Considerable demand across a plethora of industries is estimated to be the chief growth driver. Centrifugal 
technology is estimated to grow at over 4% CAGR worldwide over the period of FY2016-FY2023. The industrial compressors 
industry in India, valued at INR 33bn (~USD 550mn) in FY 2014, has been growing at a CAGR of ~7% for the last three years 
(FY12-14). The industry will be worth approximately INR 50bn (~USD 833 million) by FY 2019, growing at CAGR of ~9%.  
  
Ingersoll Rand Plc., Ireland the ultimate holding of Ingersoll Rand India Ltd acquired the Centrifugal Compression Division of 
Cameron International Corporation worldwide. And as per the arrangement the Centrifugal division of Cameron 
Manufacturing India Pvt. ltd was taken over by the Ingersoll Rand India Ltd against the payment of Rs. 1.48 Cr. Currently 
screw compressors have captured 50% of the overall industrial compressors market (by value) in India, centrifugal 
compressors are currently in a state of growth with 30% of the market (by value). In future, centrifugal compressors will 
have approx. 38% share of the overall industrial compressors market (by value). Growth in the steel, power, oil & gas and 
cement industries are generating demand for industrial compressors. Emerging industries like geo thermal and waste heat 
will boost the demand for industrial compressors.  
 

With this background we expect centrifugal compressors will see traction in coming times as screw compressors are getting 
slowly replaced by the centrifugal compressors because of their higher energy efficiency, high level of compression and 
noise free operations. Addition of Cameron Manufacturing’s products/facilities will further deepen the IRIL’s offering in the 
Centrifugal compressor segment and in turn will increase the sales volumes for IRIL for FY17E-18E.    
 

Constant technology innovation and product development keeping in mind the Indian market: 
Innovation is one of the key pillars around which IRIL is built. IRIL believes that Innovation for emerging economies is critical 
for products to succeed in these markets and continuously strive to create innovation that drives value for the organization 
and the customer. IRIL’s overall growth strategy is to drive Technology Innovation and Product Development to serve local 
and global markets. IRIL remains committed to indigenously manufacturing solutions driven by innovation with the launch 
of 3CIIi standard design-CENTAC, gear-driven 30-37kW Chakra as well as oil-free scroll products that showcase its ability to 
generate design and launch innovative ideas in the market. Company also achieved one of the biggest milestone with the 
installation of 250th Oil Free rotary machine in the field. This milestone reinforces customer confidence built over the years 

pooja.yadav
Highlight
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and shows acceptance by the key industry verticals like power, pharmaceuticals, food and beverage, chemicals, electronics, 
automobile and textile sectors.  
 

Company continues to invest in product innovation and operational excellence to drive growth and profitability. Company 
launched Ultra EL, a high-performance lubricant incorporating the latest performance-additive technologies. Ingersoll Rand 
Ultra EL is a high-performance compressor coolant based on a blend of PAG and POE base stocks and incorporates the 
latest performance additive technology. Company also announced the launch of Contact Cooled Rotary Screw Air 
Compressors with a new level of reliability, efficiency, productivity and serviceability. Contact Cooled Rotary Screw Air 
Compressors will cater to industries like textile, sugar, rubber, general machinery, automobile, engineering, fabrication, 
cement, ceramics, ferrous & non-ferrous, air separation, paper and rice amongst others. 
 
Company continues to serve the export market for reciprocating compressors and its parts. It has been methodically 
substituting several mechanical transmissions, valve components and control panels through high quality indigenization 
programs. Technology as necessary is being obtained from the parent company and value addition through local innovation 
and reverse engineering, continues to create products and solutions for Indian markets. This approach has delivered better 
material utilization, significant process improvements, enhanced productivity, supplier rationalization and improved 
technologies. 
 

IRIL in 2014 had initiated Naroda manufacturing facility transformation with an investment of Rs. 100 Cr; phase I of which 
has been completed successfully. Phase II & Phase III is in progress and is going on as per schedule. In Phase II factory 
building and concurrent construction of factory will get completed while in Phase III office building will be completed. The 
impact of these on the topline and margins will get reflected over FY17-FY18-FY19.  
 
Topline growth 9% CAGR over FY16-18E, Better Earnings & RONW/ROACE:  
IRIL’s gross revenues include sales of finished goods and sales of service. Finished goods sales recorded at Rs. 646.1 Cr while 
sales of service is Rs. 76.0 Cr. Finished goods includes air compressors machine and packages which contributed Rs. 334.9 Cr 
while remaining Rs. 247.9 Cr. is contributed by the spares & components. IRIL’s revenue contains equal contribution from 
new product sale and spares & component and proportion is fairly stable from last few years. Spares sales carry relatively 
higher margin.  
 

Traditionally Q2 & Q3 are strong quarters compared to Q1 & Q4 for the year. IRIL’s revenue grew by 7% CAGR over the 
period of FY11-FY15 and it is poised to grow at 9% CAGR over the span of FY16-18E on the back of revival in economy and 
incremental sales in centrifugal compressor segment. Also with stable margin profile the company could report higher 
profitability. We believe PAT margin to move steadily towards 11% by FY18E from the bottom out reported levels of 9% in 
FY16 which will improve return ratios. RONW/ROACE will recover from the lower levels of 6%/10% and will inch up to 
8%/12% by FY18E. 
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Utilizing excess cash to reward shareholders; Zero Debt, High cash per share, Positive Free cash flows and Consistent 
dividends   
IRIL has been maintaining a consistent dividend policy of 60% for the past decade with payouts ranging above 25% of 
profits. In 2012 it declared a special dividend of Rs 24. Company has zero debt on its balance sheet using internal accruals to 
fund its capex plans. Cash per share has ranged between ~Rs 202-Rs 132 per share while EPS has ranged between ~ Rs 14-
Rs 43 per share. IRIL has been generating positive free cash flows over the years except for FY14 and expects to continue 
reporting positive FCF on the back of positive operating cash flow. 
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Concerns: 
Pricing Pressure due to competition persist: 
The primary threat continues to be price pressure by competition. However, superior product quality and strong brand 
image have helped company secure customer orders despite these price pressures. Low HP (< 20 HP) compressor segment 
is highly fragmented and there exists stiff competition between various players both from unorganized sector and 
organized players. In large HP category, company faces competition mainly from multi-national players. 
 

Weakness in Rupee: 
The weakening of the Rupee has increased the cost of imports. Localization of components has helped to an extent but 
company remains a net importer. 
 
Compressor segment growth highly dependent on economic activity: 
Compressor segment growth is highly correlated with the overall economic activity mainly mining, hydrocarbon, transport, 
power, oil, railways etc. Any slowdown in the industrial capex program would imply lower off take of company's products. 
 

Currently other income takes major chunk of earnings which may act as buffer but core operation need to magnify to 
report better and sustainable results on profitability front: 
Company’s PAT has a major component of other income. On a Net Sales of Rs 647.7cr in FY16, company has generated a 
PBT of Rs 85.2 cr out of which Rs 54.3 cr is other income (mostly interest income). While the high cash component is acting 
as a buffer during tough economic environmental conditions we feel company’s operations need to start contributing more 
in the coming years to sustain profitability and get better valuations. Further the high cash and low OPM has resulted in low 
RONW/ROCE. 
 
Fellow subsidiary transaction may raise concern about the protection of the minority shareholder interest in IRIL: 
IRIL has three fellow subsidiaries in India and also does a lot of business (purchase, sale, expenses paid/recovered, loans 
given, interest received) with other IRIL group companies. This raises concerns about protection of the minority shareholder 
interests in IRIL.  
 

View and Valuation: 
At CMP of Rs 712.4, IRIL is quoting at ~26xFY18E EPS of Rs 27.3. Given the company’s focus on developing new, more 
productive and efficient products, increasing its service businesses and expanding market coverage in terms of geography, 
high cash per share, zero debt status and consistent dividend payout we feel investors could look to buy the stock at CMP 
and average at band of Rs 650-Rs665 (~24xFY18E or 31xFY18E core EPS) for sequential targets of Rs 793 and Rs 848 (29x 
FY18E-31xFY15E) in the next 2-3 quarters. Looking at the large cash per share of Rs.230.7 in FY18E, our targets represent 41 
and 45x FY18E core EPS.  
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Quarterly Financials 
Rs in Cr, Q1FY17 Q1FY16 YoY-% Q4FY16 QoQ-% FY16 FY15 YoY-% 
Total Operating Income 151.8 143.6 6% 145.1 5% 658.8 655.5 1% 
Raw Material Consumed 84.0 97.1 -13% 96.1 -13% 430.6 428.6 0% 
Stock Adjustment 7.3 -0.3 N/A -3.5 N/A -5.6 13.7 -141% 
Employee Expenses 23.1 22.5 3% 20.8 11% 86.1 77.2 11% 
Provisions & Write Offs 0.0 0.0   0.0   0.0 0.0   
Other Expenses 25.8 23.4 10% 28.7 -10% 104.5 91.5 14% 
Total Expenditure 140.2 142.8 -2% 142.1 -1% 615.5 611.0 1% 
EBITDA 11.5 0.9 1223% 3.0 288% 43.3 44.5 -3% 
Depreciation 2.4 3.1 -21% 3.4 -28% 11.9 11.6 3% 
EBIT 9.1 -2.2 N/A -0.4 N/A 31.4 33.0 -5% 
Interest 0.1 0.1 20% 0.1 -8% 0.4 2.1 -79% 
Other Income 15.4 13.8 12% 15.0 3% 54.3 70.1 -23% 
PBT 24.3 11.5 112% 14.4 69% 85.2 101.0 -16% 
Total Tax 8.6 3.8 128% -3.1 N/A 21.3 34.8 -39% 
Reported Profit After Tax 15.8 7.7 105% 17.6 -10% 63.9 66.1 -3% 
Extra-ordinary Items 0 0   -1.69   -1.69 -6.46   
Adjusted Profit After E.O. item 15.8 7.7 105% 15.9 -1% 62.3 59.7 4% 
EPS 5.0 2.4 105% 5.0 -1% 19.7 18.9 4% 

                                                                                                                                                                                          (Source: Company, HDFC sec) 

Financials 
                                                                             Income Statement:  

Particulars (Rs in Cr.) FY2014 FY2015 FY2016 FY2017E FY2018E 
Total Operating Income 578.7 655.5 658.8 708.2 779.1 

Raw Material Consumed 398.3 428.6 430.6 438.4 475.2 

Stock Adjustment -21.4 13.7 -5.6 7.1 7.8 
Employee Expenses 65.5 77.2 86.1 92.1 101.3 

Provisions & Write Offs 0.0 0.0 0.0 0.0 0.0 

Other Expenses 91.0 91.5 104.5 106.4 117.0 
Total Expenditure 533.4 611.0 615.5 644.0 701.3 

EBITDA 45.3 44.5 43.3 64.3 77.7 
Depreciation 8.1 11.6 11.9 13.1 13.7 

EBIT 37.2 33.0 31.4 51.2 64.0 

Interest 1.2 2.1 0.4 0.5 0.5 
Other Income 62.4 70.1 54.3 59.8 63.4 
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PBT 98.4 101.0 85.2 110.5 126.9 
Total Tax 31.5 34.8 21.3 35.4 40.6 

Reported Profit After Tax 66.9 66.1 63.9 75.1 86.3 

Extra-ordinary Items 0.0 -6.5 -1.7 0.0 0.0 
Adjusted Profit After E.O. item 66.9 59.7 62.3 75.1 86.3 

EPS 21.2 18.9 19.7 23.8 27.3 

                    (Source: Company, HDFC sec) 

Balance Sheet:  
Particulars (Rs in Cr.) FY2014 FY2015 FY2016 FY2017E FY2018E 
Share Capital 31.6 31.6 31.6 31.6 31.6 
Reserves & Surplus 883.0 925.7 965.1 1017.5 1081.0 
Shareholders Funds 914.6 957.2 996.7 1049.1 1112.6 
Minority Interest  0.0 0.0 0.0 0.0 0.0 
Long term provisions 2.8 2.5 2.3 2.3 2.3 
Non current liabilities 2.8 2.5 2.3 2.3 2.3 
Short term borrowings 0.0 0.0 0.0 0.0 0.0 
Trade payables 136.3 131.0 108.4 113.5 123.1 
Other current liabilties 22.4 22.7 36.1 28.3 31.2 
Short term provisions 17.3 17.7 17.4 18.7 20.5 
Current liabilities 176.0 171.4 161.9 160.5 174.8 
Total liabilities 1093.4 1131.2 1160.9 1211.9 1289.7 
Assets           
Fixed assets 108.5 109.3 77.5 109.4 127.7 
Cap WIP 7.8 45.6 35.0 25.0 18.0 
Long term loans and advances 166.6 179.0 177.6 177.6 177.6 
Non current assets 282.9 334.0 290.1 312.0 323.3 
Deferred tax asset 3.8 3.3 9.3 9.3 9.3 
Inventories 141.3 112.4 95.2 100.1 108.5 
Trade receivables 174.3 178.4 136.3 102.8 113.1 
Cash 417.0 417.6 476.4 581.4 618.6 
Short term loans & advances 54.2 55.0 51.6 70.8 77.9 
Other current assets 19.8 30.4 102.0 35.4 39.0 
Current assets 806.7 793.8 861.4 890.6 957.1 
Total Assets 1093.4 1131.2 1160.9 1211.9 1289.7 

                                        (Source: Company, HDFC sec) 
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Cash Flow Analysis:  
Particulars (Rs in Cr.) FY2014 FY2015 FY2016 FY2017E FY2018E 
A. Cash Flow from Operating Activities           
Profit before tax 98.4 100.9 83.5 110.5 126.9 
D & A Exp. 8.1 11.6 11.9 13.1 13.7 
Interest Exp. 1.2 2.1 0.4 0.5 0.5 
Interest income -53.0 -52.6 -48.3 0.0 0.0 
Loss/(Profit) on sale/write-off of fixed assets (Net) 0.2 -0.5 3.9 0.0 0.0 
Bad debts written off 0.0 5.0 3.4 0.0 0.0 
Provision for doubtful debts and advances 1.5 0.0 0.0 0.0 0.0 
Unrealised Fx (gain)/loss -1.2 -4.3 -0.6 0.0 0.0 
Provision for doubtful advances (Net) 0.6 0.3 0.1 0.0 0.0 
Operating profit before working capital changes 55.8 61.5 52.1 124.1 141.1 
Changes in Working Capital: -88.4 5.1 34.7 -35.1 -57.9 
Cash Generated from Operations -32.6 66.6 86.8 89.0 83.2 
Taxes paid (net of refunds) -31.6 -37.3 -32.6 -35.4 -40.6 
Net cash generated from Operating activities -64.2 29.3 66.5 163.2 85.4 
B. Cash flow from Investing Activities           
Purchase of tangible assets (inc. CWIP) -20.8 -60.2 -44.4 -35.0 -25.0 
Sale of tangible assets 0.4 0.6 10.2 0.0 0.0 
Interest received 51.2 55.5 49.3 0.0 0.0 
Net cash from/(used in) investing activities 30.8 -4.1 112.6 -35.0 -25.0 
C. Cash flow from Financing Activities           
Dividends paid -18.9 -18.9 -18.9 -18.9 -18.9 
Dividend Distribution Tax -3.2 -3.5 -3.9 -3.8 -3.8 
Interest paid -0.5 -1.7 0.0 -0.5 -0.5 
Net cash from/(used in) financing activities -22.6 -24.1 -22.8 -23.2 -23.3 
Net Inc./(dec.) in cash and cash equivalents -56.0 1.1 156.3 105.0 37.2 
Cash and Cash equivalents at the beginning of the year 281.9 225.9 227.1 383.4 488.4 
Cash and Cash equivalents at the end of the year 225.9 227.1 383.4 488.4 525.5 

                                         (Source: Company, HDFC sec) 
Financial Ratios: 

Particulars (Rs in Cr.) FY2014 FY2015 FY2016 FY2017E FY2018E 
(A) Measures of Performance (%) 
Contribution Margin 
EBIDTA Margin 7.8 6.8 6.6 9.1 10.0 
Tax/PBT 32.0 34.5 25.0 32.0 32.0 
Net Profit Margin  11.6 9.1 9.4 10.6 11.1 



 RETAIL RESEARCH 
 

 

 
RETAIL RESEARCH P a g e  | 14 
 

(B) As Percentage of Net Sales           
Cost of Materials Consumed 68.8 65.4 65.4 61.9 61.0 
Employee Benefits Expenses 11.3 11.8 13.1 13.0 13.0 
Other Expenses 15.7 14.0 15.9 15.0 15.0 
(C) Measures of Financial Status           
Debt / Equity (x) 0.0 0.0 0.0 0.0 0.0 
Debtors Period (days) 89 63 53 53 53 
Closing stock (days) 137 93 82 82 82 
(D) Measures of Investment           
EPS  (Rs.) 21.2 17.9 20.3 23.8 27.3 
CEPS (Rs.) 23.8 21.6 24.0 28.0 31.7 
Book Value (Rs.) 289.7 303.2 315.7 332.3 352.4 
RoANW (%) 7.5 6.0 6.5 7.3 8.0 
RoACE (%) 11.2 10.0 8.8 10.8 11.8 
(E) Valuation Ratios           
CMP (Rs.) 712.4 712.4 712.4 712.4 712.4 
P/E (x) 33.6 39.8 35.2 29.9 26.1 
MCap/ Sales (x) 3.9 3.4 3.4 3.2 2.9 
EV/Sales (x) 3.2 2.8 2.7 2.4 2.1 
EV/EBDITA (x) 17.0 17.4 18.2 13.4 11.6 
P/BV (x) 2.5 2.3 2.3 2.1 2.0 

                        (Source: Company, HDFC sec) 
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