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Economy News
 Cargo handling in ports saw a decline of 1.7% in 2011-12, the first in 10

years. In the past few years, it had seen an increase of 2-5%. Though the
primary reason for the decline was a ban on iron ore exports, other
commodities not only failed to make up for the loss incurred due to the
ban, their growth slowed to 3.4% compared to the previous year. (BS)

 Industry may have started losing hope that the UPA government would
be able to implement the GST soon, as it requires a constitutional
amendment, but PM is taking personal interest in the matter and talking
to CMs to build a consensus, especially with opposition-ruled states. (BS)

 The Cabinet Committee on Economic Affairs (CCEA) may take up the new
investment policy for urea soon. This policy is likely to ensure at least 12
per cent return on equity. (BL)

 The Union finance ministry has proposed that banks give their balance
sheet to their respective audit committees at least two days before their
boards of directors meet for finalizing the results. (BS)

 Indian companies filed for external commercial borrowings (ECBs) worth
$2.6 billion (Rs 133 bn) in February for funding capital expenditure,
acquisitions abroad and to repay old loans. (BS)

Corporate News
 Forced by a presidential directive, Coal India is likely to sign fuel supply

agreements (FSAs) with at least 50 power companies after a board
meeting next week. (BS)

 Bajaj Hindusthan has approved a modification in the draft merger
scheme as per which only Bajaj Eco-Tec Products will be merged with it.
(BS)

 Thomas Cook is learnt to have put a price of Rs 17.16 bn on the 77.1 per
stake it holds in the India business. It has pegged the asking price at Rs
105 a share, in a bid to cut the mounting debt of its UK-based parent
company. (BS)

 Orchid Chemicals and Pharmaceuticals Ltd (OCPL), is planning to
invest Rs 1500 mn in the current financial year, mainly into capacity
building including in niche product segments.(BS)

 Maruti Suzuki India Ltd, is set to challenge the dominance of the
Toyota Innova with the launch of Ertiga, a multi-utility vehicle (MUV),
later this week. (BS)

 Joint venture (JV) company of Oil and Natural Gas Corporation
(ONGC) has won a third of the estimated $3-billion global contract to
clean the 60 million cubic metres of Kuwait contaminated by the huge oil
spills that were a legacy of the retreating Iraqi armies in 1991. (BS)

 The price of compressed natural gas (CNG) in Delhi could come down by
20 percent and of piped natural gas (PNG) by 10 per cent in the wake of
an order by the Petroleum and Natural Gas Regulatory Board (PNGRB).
Indraprastha Gas Ltd (IGL), the monopoly supplier of both gases in the
capital, may have to take a hit of around Rs 10 bn. (BS)

 BGR Energy Systems Limited has bagged a contract from NTPC to
supply 2x660-Mw super-critical boilers, to be set up at Solapur in
Maharashtra. (BS)

 Sree Sakthi Paper Mills, will expand its production capacity 20 per cent
to 100,000 tonnes per annum. The company recently completed its
expansion-cum-modernisation project involving about Rs 300 mn.(BS)

 Coal India, facing pressure from the prime minister's office to improve
production, plans to invest $750 bn ($14.6 billion) in the next five years to
develop mines and infrastructure, buy foreign assets and be able to pay a
dividend of Rs 65 bn every year. (ET)

Equity
% Chg

9 Apr 12 1 Day 1 Mth 3 Mths

Indian Indices
SENSEX Index  17,222  (1.5)  (1.6)  6.5
NIFTY Index  5,234  (1.7)  (1.9)  7.9
BANKEX Index  11,709  (1.8)  (3.1)  16.8
BSET Index  6,038  (1.1)  (1.5)  2.0
BSETCG INDEX  10,031  (3.2)  (1.5)  11.6
BSEOIL INDEX  8,020  (1.5)  (3.8)  2.4
CNXMcap Index  7,672  (1.8)  (0.2)  18.6
BSESMCAP INDEX  6,801  (0.6)  0.8  13.4

World Indices
Dow Jones  12,930  (1.0)  0.1  3.7
Nasdaq  3,047  (1.1)  2.0  12.8
FTSE  5,724  0.3  (0.7)  1.3
NIKKEI  9,546  (1.5)  (3.1)  14.2
HANGSENG  20,593  (1.0)  (1.8)  9.9

Value traded (Rs cr)
9 Apr 12 % Chg - Day

Cash BSE 1,795  (10.6)
Cash NSE 7,673  (12.8)
Derivatives 78,270  12.1

Net inflows (Rs cr)
4 Apr 12 % Chg MTD YTD

FII  134  (63.6)  1,801  45,839
Mutual Fund  (45)  (137.7)  (27)  (5,456)

FII open interest (Rs cr)
4 Apr 12 % Chg

FII Index Futures  8,844  (3.0)
FII Index Options  31,430  4.5
FII Stock Futures  22,437  (1.0)
FII Stock Options  731  9.2

Advances / Declines (BSE)
9 Apr 12 A B T Total % total

Advances  38  879  261  1,178 40
Declines 167  1,243 229  1,639 56
Unchanged 0 87  26  113 4

Commodity % Chg

9 Apr 12 1 Day 1 Mth 3 Mths

Crude (NYMEX)  (US$/BBL)  102.7  0.2  (4.4)  0.4
Gold   (US$/OZ)  1,645.4  0.3  (3.5)  1.1
Silver  (US$/OZ)  31.6  (0.7)  (7.2)  6.6

Debt / forex market
9 Apr 12 1 Day 1 Mth 3 Mths

10 yr G-Sec yield %  8.63  8.69  8.28  8.28
Re/US$ 51.3 51.1 49.9 52.5

Sensex

Source: ET = Economic Times, BS = Business Standard, FE = Financial Express,
BL = Business Line,  ToI: Times of India, BSE = Bombay Stock Exchange
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INDRAPRASTHA GAS LTD (IGL)
PRICE: RS.345 RECOMMENDATION: UNDER REVIEW
TARGET PRICE: NA

 The Petroleum and Natural Gas Regulatory Board (PNGRB) has directed IGL to re-
duce prices for CNG, PNG and industrial consumers. This is with retrospective
effect (wef 1 April 2008).

 Earlier IGL had proposed to the Board a network rate of Rs 104.05 per million
British thermal units and compression charge of Rs 6.66 per kg of CNG. The
Board approved Rs 38.58 and Rs 2.75, respectively, bringing these down by 63%
and 58.7%.

 The network rate is expected to be Rs 1.86/kg as against the Rs 5.02/kg given by
IGL, a difference of Rs 3.16/kg. Another Rs 3.91/kg impact will come from in re-
duction of compression charges. Together, this means a price reduction of Rs
7.07 per kg of CNG from the current Rs 35.45. We believe the company could
dispute this regulatory order. IGL, in the past, has disputed the regulator’s missive
related to authorization.

 Similarly, in the case of PNG, the network rate according to the order is Rs 1.33
per standard cubic metre (SCM) against the Rs 3.59 from IGL. There is a signifi-
cant drop of Rs 2.26 per SCM from the current level of Rs 18.95/scm.

 PNGRB has also asked the company to make refunds since FY09 based on the
changes, since that was the first financial year of operation for the company af-
ter the regulator came into being in October 2007. The regulator has asked that
its order be implemented immediately.

 While company can make up for lower tariff by higher marketing margin but still
it won’t be able to recover all its losses, we believe.

 PNGRB has now directed IGL to give a break-up of network rate, compression
charge and ‘last-mile connectivity’, if any, in each bill.

 We believe this is a significantly negative development for the Company and will
have a major impact on the earnings, if implemented. We believe relief from
either Appellate Tribunal or any superior court will be an upside risk to the share
price. IGL would challenge this order, we opine. We would like to wait for more
clarity on the same. We will release a detailed report later.

 For the time being we will maintain our earlier financials and wait for more clar-
ity.

Summary table

(Rs mn)  FY11  FY12E  FY13E

Sales  19,515  27,806  35,857
Growth (%) 60.9 42.5 29.0
EBIDTA  4,965  6,239  7,478
EBIDTA margin (%)  25.4  22.4  20.9
PBT  3,857  4,381  5,435
Net profit 2598 2979 3656
EPS (Rs)  18.4  21.3  26.1
Growth (%) 20.3 15.6 22.7
CEPS (Rs)  25.8  31.3  37.2
BV/Share (Rs.)  71.7  87.4  108.3
DPS (Rs)  5.0  4.8  4.4
ROE (%) 27.0 25.8 26.0
ROCE (%) 21.9 19.7 19.0
Net Debt  4,460  7,390  8,673
NW Capital (days) -19.4 -22.5 -24.0
EV/Sales (x) 2.7 1.9 1.4
EV/EBIDTA (x) 10.4 8.3 6.9
P/E (x) 18.2 15.7 12.8
P/BV (x)  4.7  3.8  3.1
P/CEPS (X)  13.0  10.7  9.0

Source: Company, Kotak Securities - Private
Client Research

EVENT UPDATE

Sumit Pokharna
sumit.pokharna@kotak.com
+91 22 6621 6313
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Q4FY12 RESULTS PREVIEW

For the quarter, we expect the companies under our coverage to report a
revenue growth of 15% yoy ex-Banking. Margins are expected to be lower
on account of raw material prices, competitive pressures and Rupee
depreciation (YoY). Profits for these companies are expected to be flat YoY.
For Banks/NBFCs we expect NII growth of 21% on moderating credit
growth. Profits are expected to rise by 39% YoY.

15% revenue growth expected during the quarter
We expect stocks under our coverage (ex-banking / NBFCs) to report revenue
growth of about 15% on a YoY basis mainly propelled by the IT sector and scale-up
in revenues of Cairn India. IT sector revenues would be driven by higher volumes
and the rupee depreciation (yoy). We forecast moderation in revenue growth for
Capital Goods and Construction companies. Mining major, Sesa Goa's revenues are
expected to be sharply lower due to combined impact of lower realization (down
16% yoy) and volumes (down 25% yoy).

For Banks / NBFCs, we expect muted credit growth during Q4FY12. Credit growth
came at 17.1% YoY (as on March 23, 2012), marginally higher than that witnessed
during last few months, though it remained lower than 21.5% growth witnessed a
year ago. However, disappointment came on the deposit mobilization front - deposit
growth for the system came down to 13.4% (as on March 23, 2012) and explains
the rationale of many banks hiking their deposit rates to garner more deposits.
Moreover, we are expecting flat/marginal compression in NIM (QoQ) during Q4FY12
(again depending on the CASA mix or liability franchise of the individual banks) as
banks are almost through with the last leg of deposit re-pricing. Tight liquidity envi-
ronment has led to spike in wholesale deposit rates during the end of Q4FY12
though, we believe full impact of tight liquidity condition may be reflected in
Q1FY13. However, NBFCs are likely to witness continued compression on their mar-
gins, as borrowing costs for them have remained at elevated levels with limited
scope to charge higher rates from borrowers on back of moderating loan growth.

EBITDA Margin is expected to be lower for our coverage universe
EBIDTA margin for the companies under our coverage is expected to be lower on a
YoY basis. Most of the sectors, except IT, FMCG and Construction are expected to
witness erosion in margins on YoY basis. The margin compression is due to slack
revenues (Shipping) and higher raw material prices (Automobiles, Capital Goods)
which companies have not been able to pass on fully. For the Capital Goods compa-
nies, material cost has been higher due to weak Rupee in H2FY12. Sesa Goa's
margins are forecast to decline sharply due to steep decline in iron ore realization.

As far as banks are concerned, pre-provisioning profits are expected to rise by about
19.7% v/s a 20.7% rise in NIIs. A relatively lower treasury profit is expected to have
an impact. We also believe asset quality pressure to persist even though banks have
already shifted to system based NPA recognition system. We will be very closely
watching the corporate book especially exposure to sensitive sectors like power,
aviation, textiles, construction etc.
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Economic slowdown and higher interest cost would be the key
concerns to be watched out for
During the quarter, the Rupee has recovered partly after the steep fall witnessed in
the third quarter. This may provide some relief to importers as well as foreign cur-
rency borrowers. We expect corporates with net imports/foreign borrowings to report
MTM gains. Apart from this, We will focus on the execution issues, if any, faced by
capital goods and construction companies. More importantly, the order bookings by
large capital goods and construction companies during the quarter will be of interest
to us. The past few quarters have seen a slow-down in order flows. Herein, the
management comments on any momentum in decision - making and order flows for
these companies would be keenly watched. Working capital cycle has also in-
creased for the engineering sector and we would monitor the same. For power utili-
ties, a key monitorable would be receivables from SEBs. We will also closely track
the management comments on the impact of the global economic issues on client
decisions and budgets. This will be more important for the prospects of the IT sector.

Conclusion
It has been one of the better quarters for the equity markets, especially the US mar-
kets, as the Dow Jones scaled the 13000 mark for the first time. Volatility originating
from the Eurozone subsided as the ECB, IMF and EU worked successfully in averting
a default by Greece. FII flows were strong during the quarter aided by the massive li-
quidity injection through LTRO. On the economic front, the RBI responded to liquid-
ity tightness in the banking system by reducing the CRR by 125 bps. However, given
the upside risks to inflation, the RBI kept repo rate unchanged. The Budget was
appreciated for being realistic but market is awaiting follow-up action.The Budget
also proposed to introduce GAAR (General Anti Avoidance Rule). There were appre-
hensions that participatory notes (P-notes-accounts for ~ 19% of FII flow) through
Mauritius route would now fall under the purview of GAAR. However, unconfirmed
reports indicate that the government does not intend to target the P-notes in a blan-
ket manner. However, there is further clarity required as far as taxation of gains of
FIIs operating from tax havens is concerned.

As we enter the earnings season, the management outlook for FY13 shared by
corporates would be of interest to us. Post the 9M FY12 numbers, there have been
significant earnings downgrades in Capital Goods, Infrastructure, Power, Banking
and Logistics sectors. Thus, expectations are not very high from these sectors, in our
view, which may limit the downside. Apart from Q3 numbers, markets would also
be influenced by policy initiatives including (RBI monetary policy on 17th April),
crude price, as well as developments in Europe and US. Disappointment in earnings
or on future outlook may result in corresponding/specific corrections.



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 5

MORNING  INSIGHT April  10,  2012

Q4FY12 estimates - ex-Banking & NBFCs

Sector Revenues (Rs mn) EBIDTA (%) EBIDTA (Rs mns) PAT (Rs mns)

4QFY12 4QFY11 YoY (%) 4QFY12 4QFY11 4QFY12 4QFY11 YoY (%) 4QFY12 4QFY11 YoY (%)

Auto  317,701  285,782 11.2% 10.5% 11.6%  33,435  33,236 0.6%  23,606  31,673 -25.5%

Capital Goods  705,227  631,289 11.7% 14.4% 17.0%  101,863  107,139 -4.9%  60,182  67,943 -11.4%

Cement  173,322  153,466 12.9% 22.3% 23.4%  38,709  35,878 7.9%  17,490  20,666 -15.4%

Construction  162,087  150,892 7.4% 15.1% 13.5%  24,437  20,298 20.4%  6,777  7,598 -10.8%

Property  528  468 12.8% 66.1% 68.6%  349  321 8.7%  254  272 -6.6%

FMCG  132,962  117,351 13.3% 27.0% 22.8%  35,919  26,763 34.2%  25,199  19,358 30.2%

IT  414,155  326,181 27.0% 25.2% 25.3%  104,367  82,524 26.5%  78,368  65,995 18.7%

Shipping  62,117  48,935 26.9% 25.3% 25.2%  15,707  12,333 27.4%  8,565  4,933 73.6%

Media  31,358  28,253 11.0% 23.7% 28.7%  7,432  8,109 -8.3%  4,644  5,881 -21.0%

Mining  26,933  36,073 -25.3% 31.8% 58.7%  8,573  21,184 -59.5%  10,691  14,618 -26.9%

Oil & Gas  121,654  91,556 32.9% 32.8% 43.3%  39,945  39,635 0.8%  31,693  30,205 4.9%

Power  173,712  155,189 11.9% 24.6% 27.6%  42,712  42,774 -0.1%  28,673  27,799 3.1%

Total  2,321,756 2,025,435 14.6% 19.5% 21.2%  453,448  430,193 5.4%  296,142  296,941 -0.3%

Source: Companies, Kotak Securities - Private Client Research

Q4FY12 estimates - Banking & NBFC

Sector Net Interest Income Pre-Provisioning Profit PAT

(Rs mn) 4QFY12 4QFY11 YoY (%) 4QFY12 4QFY11 YoY (%) 4QFY12 4QFY11 YoY (%)

Banking  356,271  291,904 22.1%  253,310  207,702 22.0%  123,519  82,827 49.1%

NBFC  31,123  29,173 6.7%  36,187  34,215 5.8%  22,929  22,403 2.3%

Total  387,394  321,077 20.7%  289,497  241,917 19.7%  146,448  105,230 39.2%

Source: Companies, Kotak Securities - Private Client Research
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Arun Agarwal
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+91 22 6621 6143

AUTOMOBILE

Sluggish quarter for 2W, improvement in other segments
4QFY12 was a mixed bag with 2W volumes facing a slowdown and the car and
M&HCV segment posting some recovery. Conventionally, fourth quarter is one of
the better quarters for the automobile segment. After a post-festive season slow-
down in third quarter, sales gather pace in the fourth quarter.  However given vari-
ous macro headwind like slowing economy, high interest rates and rising fuel prices
led to relatively dull performance (YoY) during the quarter under review. However
on a sequential basis the passenger car segment and the M&HCV segment dis-
played some improvement in demand.

Volumes

 Q4  Q3  QoQ  Q4  YoY
Company  FY12  FY12  (%)  FY11  (%)

Ashok Leyland        35,688        23,385      52.6        29,679      20.2

Bajaj Auto    1,017,167    1,075,441       (5.4)       948,198        7.3

Hero MotoCorp    1,572,027    1,589,286       (1.1)    1,454,431        8.1

Maruti Suzuki       360,334       239,528      50.4       343,340        4.9

TVS Motors       528,012       527,700        0.1       533,772       (1.1)

Source: Companies

Volumes for companies under coverage grew by 6% YoY and 1.7% QoQ. In the
quarter, 2W segment volumes remained under pressure. In the car segment, the
demand remained clearly in favor of diesel models with petrol run cars still facing
the heat of increase in petrol prices. Car sales in 4Q were fueled by anticipated hike
in excise duty in the budget. Finance Minister did increase the general rate of excise
but the expected additional excise duty on diesel vehicles did not come in the bud-
get which came in as major relief for diesel car/UV makers. M&HCV segment per-
formance in 4QFY12 was marked by difficult macro conditions. Tractor segment wit-
nessed a sharp drop in demand in 4QFY12.

Revenues to grow in double digit
We expect the revenues for the companies under our coverage to grow by 11.2%
YoY in 4QFY12. Most of the companies under our coverage are expected to report
double digit revenue growth. Both volumes and price hikes will contribute towards
revenue growth for the companies. For Escorts, we expect revenues to de-grow due
to weak tractor demand during the quarter.

EBITDA margins to remain under pressure
With slowing demand and firm raw material prices, we expect the EBITDA margin to
largely remain under pressure. We do not see any significant change in margins as
compared to 3QFY12 as raw material prices remained firm in 4QFY12 and volume
growth was almost flat. MSIL's 3QFY12 performance was impacted due to strike at
the company's plant. But with production returning to normalcy, we expect the
margins to improve close to pre-strike levels. Ashok Leyland is also expected to re-
port sequential margin improvement in a quarter which is traditionally strong for
M&HCV sales.

Commodity prices ($/Ton)

 Q4  Q3  QoQ  Q4  YoY
 FY12  FY12  %  FY11  %

 Steel $498 $540        (7.8) $542        (8.3)

 Aluminium $2,141 $2,088         2.5 $2,499      (14.3)

 Copper $8,307 $7,488       10.9 $9,650      (13.9)

Source: LME
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Quarterly estimates - Automobiles

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

 Apollo Tyres  31,563  32,282  (2.2)  27,297  15.6  9.7  10.0  11.8  1,224  980  24.9  1,923  (36.3)  2.4  1.9  24.9  3.8  (36.3)

 Ashok Leyland  43,487  28,798  51.0  38,285  13.6  9.9  7.3  13.3  2,269  669  239.2  2,982  (23.9)  0.9  0.3  239.2  1.1  (23.9)

 Bajaj Auto  47,732  50,632  (5.7)  42,000  13.6  20.5  21.0  20.5  7,643  7,952  (3.9)  14,004  (45.4)  26.4  27.5  (3.9)  48.4  (45.4)

 Hero MotoCorp  60,179  60,315  (0.2)  53,909  11.6  12.4  11.9  12.1  6,357  6,130  3.7  5,016  26.7  31.8  30.7  3.7  25.1  26.7

 Maruti Suzuki  109,831  77,179  42.3  99,058  10.9  6.7  3.3  8.3  5,453  2,056  165.2  6,598  (17.4)  18.9  7.1  165.2  22.8  (17.4)

 TVS Motors  17,423  17,622  (1.1)  16,335  6.7  7.0  6.9  6.7  558  565  (1.3)  417  33.9  1.2  1.2  (1.3)  0.9  33.9

 Q2  Q1  QoQ  Q2  YoY  Q2  Q1  Q2  Q2  Q1  QoQ  Q2  YoY  Q2  Q1  QoQ  Q2  YoY
 FY12  FY12  (%)  FY11  (%)  FY12  FY12  FY11  FY12  FY12 (%)  FY11 (%)  FY12  FY12  (%)  FY11  (%)

  Escorts (Standalone)  7,485  8,231  (9.1)  8,898  (15.9)  3.4  3.2  5.1  101  109  (6.6)  732  (86.1)  1.0  1.1  (6.6)  7.2  (86.1)

Source:  Companies, Kotak Securities - Private Client Research

Steel Price Movement (US$ per ton)

Source: LME

Rubber price movenment (Rs per 100 kgs)

Source - Rubber Board of India

At the net profit level, we expect the 2W companies to report YoY jump in profit,
while sequential profit growth is expected to be flat. On a sequential basis we ex-
pect both Ashok Leyland and Maruti Suzuki to report significant jump in profits
driven by higher volumes and margin improvement. Bajaj Auto and Escorts net prof-
its in 4QFY11 and 2QFY11 respectively were inflated due to exceptional items.

Key points to watch out for…
 Apollo Tyres - We expect YoY revenues to increase for APTY. However margins

are expected to remain under pressure due to demand slowdown and pressure
from the South Africa operations. On a sequential basis, we expect the Indian
operations to improve.

 Ashok Leyland - On YoY basis, ALL is expected to report jump in volumes but
margins are expected to remain under pressure. Launch of new LCV (Dost) is ex-
pected to be negative for the company's overall margins.

 Bajaj Auto - Volumes remained under pressure for the company in 4QFY12. But
still, we expect the company to clock 20% plus EBITDA margin in the quarter.

 Hero MotoCorp - Volumes remained largely similar to 3QFY12. We expect
some positive impact of yen depreciation on the company's margins in 4QFY12.

 Maruti Suzuki - Post labor issues, 4QFY12 is the first quarter of normal opera-
tions for the company. We believe product mix to have improved during the
quarter. We expect positive impact of weak yen (to a certain extent) on the
margins.

 TVS Motors - TVS Motor volumes in 4QFY12 were hit by industry slowdown.
We expect the net profit to grow YoY but remain flat QoQ.

 Escorts - Tractor volumes are under pressure in line with industry trends. We ex-
pect improvement in railway equipment division that reported loss in 1QFY12.
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BANKING & NBFCS

Outlook: Neutral
 During Q4FY12, net income for Banks & NBFCs under our coverage is ex-

pected to register a strong growth (39.2% YoY), mainly on back of low
base (SBI reported weak earnings during Q4FY11). Our PSU banking uni-
verse is likely to grow faster at 71.9% (ex-SBI: decline of 4.2%), while
private sector banks under our coverage are likely to grow at 21.3%.
During the same period, our NBFC universe is likely to witness marginal
growth in net income due to subdued YoY growth for HDFC, LIC Hous-
ing and STFC.

 Credit growth came at 17.1% YoY (as on March 23, 2012), marginally
higher than witnessed during last few months, though it remained
lower than 21.5% growth witnessed a year ago. However, disappoint-
ment came on the deposit mobilization front - deposit growth for the
system came down to 13.4% (as on March 23, 2012) and explains the ra-
tionale of many banks hiking their deposit rates to garner more deposits.

 We expect marginal compression in NIM (5-10bps QoQ) during Q4FY12,
as banks are almost through with the last leg of deposit re-pricing; tight
liquidity environment has led to spike in wholesale deposit rates during
the end of Q4FY12. However, we believe full impact of tight liquidity
condition to be reflected in Q1FY13.

 We believe asset quality pressure to persist even though banks have al-
ready shifted to system based NPA recognition system. We expect re-
structured book to rise especially on corporate book side as there has
been large addition to the CDR in recent times. However, banks are likely
to report higher recovery/upgradation as banks are already through with
the transition exercise.

 Although 10-Yr G-Sec yield declined during the quarter from 8.57% at the
end of Q3FY12 to 8.13% (beginning of February), it moved up sharply
during the fag end of FY12 to close at 8.54% and hence banks are likely
to report marginal MTM depreciation on their investment book. We also
expect moderate growth in non-interest income for banks under our cov-
erage due to muted treasury profit along with lower 3rd party distribu-
tion income.

 Top Picks: HDFC Bank, ICICI bank, BoB, IDFC and M&M Finance

Core earnings expected to grow at 20.7% for banks & NBFC under
our coverage; net income growth is likely to be much stronger on
low base (subdued performance of SBI during Q4FY11)
During Q4FY12, core earnings for Banks & NBFCs under our coverage are expected
to register a growth of 20.7% (YoY) with PSU banks growing at 24.0% while private
banks are likely to grow at slightly moderate pace (16.4% YoY).

Net income for Banks & NBFCs under our coverage is expected to register a strong
growth (39.2% YoY), mainly on back of low base (SBI reported weak earnings dur-
ing Q4FY11). Our PSU banking universe is likely to grow faster at 71.9% (ex-SBI:
decline of 4.2%), while private sector banks under our coverage are likely to grow
at 21.3%.

During the same period, our NBFC universe is likely to witness marginal growth in
net income due to subdued YoY growth for HDFC (high capital gains from Lafarge
stake sale during Q4FY11), LIC Housing and STFC.

Top Picks:
HDFC Bank
ICICI bank

BoB
IDFC

M&M Finance

RESULTS PREVIEW

Saday Sinha
saday.sinha@kotak.com
+91 22 6621 6312
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Credit growth marginally higher than witnessed during last few
months; however, disappointment came on the deposit mobiliza-
tion front
Credit growth came at 17.1% YoY (as on March 23, 2012), marginally higher than
witnessed during last few months, though it remained lower than 21.5% growth
witnessed a year ago. However, disappointment came on the deposit mobilization
front - deposit growth for the system came down to 13.4% (as on March 23, 2012)
and explains the rationale of many banks hiking their deposit rates to garner more
deposits.

Trend in business growth

Rs (Bn) 23-Mar-12  30-Dec-11 25-Mar-11 YoY (%)

Aggregate Deposits 59,037 58,279 52,047 13.4

Bank Credit 46,116 43,656 39,387 17.1

Incremental C/D ratio (YOY) - (%) 96.3 70.3 97.2

C/D Ratio (%) 78.1 74.9 75.7

Source: RBI

The secular decline in deposit mobilization during last few fortnights is disappointing
and could delay the reversal of interest rate cycle. We are expecting loan growth to
be around 16% during FY13 and deposit growth in the system is likely to calibrate
the loan growth.

Expect marginal compression in NIM (QoQ)
We expect marginal compression in NIM (5-10bps QoQ) during Q4FY12, as banks
are almost through with the last leg of deposit re-pricing; tight liquidity environment
has led to spike in wholesale deposit rates during the end of Q4FY12. However, we
believe full impact of tight liquidity condition to be reflected in Q1FY13.

However, NBFCs are likely to witness continued compression on their margins, as
borrowing costs for them have remained at elevated levels with limited scope to
charge higher rates from borrowers on back of moderating loan growth.

Banks to report marginal MTM depreciation on their investment
book; treasury gains are also likely to be muted
Although 10-Yr G-Sec yield declined during the quarter from 8.57% at the end of
Q3FY12 to 8.13% (beginning of February), it moved up sharply during the fag end of
FY12 to close at 8.54% and hence banks are likely to report marginal MTM depre-
ciation on their investment book.

We also expect moderate growth in non-interest income for banks under our cover-
age due to muted treasury profit along with lower 3rd party distribution income.

Asset quality pressure to persist even though banks have already
shifted to system based NPA recognition system; we also expect
restructuring to rise, going forward.
We also believe asset quality pressure to persist even though banks have already
shifted to system based NPA recognition system. We will be very closely watching
the corporate book especially exposure to sensitive sectors like power, aviation, tex-
tiles, construction etc.

We expect restructured book to rise especially on corporate book side as there has
been large addition to the CDR in recent times. However, banks are likely to report
higher recovery/upgradation as banks are already through with the transition exer-
cise.
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Quarterly estimates - Banking & NBFC

Company Net Interest Income (Rs mn) Pre-Provisioning Profit (Rs mn) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 (%) FY11 (%) FY12 FY12 (%) FY11 (%) FY12 FY12 (%) FY11 (%)

Banks

Allahabad Bank 40,143  39,119  2.6  31,192  28.7  9,830  10,300  (4.6)  2,576  281.6  3,078  5,604  (45.1)  2,576  19.5  6.5  11.8  (45.1)  5.8  12.1

Andhra Bank 9,971  9,839  1.3  8,615  15.7  7,524  7,676  (2.0)  7,115  5.8  3,224  3,032  6.4  3,128  3.1  5.8  5.4  6.3  6.4  (9.5)

Axis Bank 21,259  21,403  (0.7)  17,010  25.0  21,748  20,592  5.6  18,208  19.4  11,748  11,023  6.6  10,201  15.2  28.5  26.7  6.6  24.9  14.6

BOB 27,744  26,555  4.5  26,139  6.1  23,508  26,082  (9.9)  19,458  20.8  13,428  12,899  4.1  12,944  3.7  34.2  32.8  4.1  35.5  (3.7)

HDFC Bank 32,598  31,160  4.6  28,395  14.8  24,735  23,780  4.0  20,969  18.0  14,271  14,297  (0.2)  11,147  28.0  6.1  6.1  (0.2)  4.8  27.8

ICICI Bank 28,290  27,120  4.3  25,097  12.7  25,709  26,871  (4.3)  23,049  11.5  17,264  17,281  (0.1)  14,521  18.9  15.0  15.0  (0.1)  12.6  18.8

Indian Bank 12,253  11,700  4.7  11,110  10.3  9,534  9,116  4.6  9,030  5.6  4,584  5,259  (12.8)  4,389  4.4  10.7  12.2  (12.8)  9.9  7.3

IOB 13,013  12,216  6.5  12,153  7.1  8,806  8,224  7.1  9,769  (9.9)  2,114  1,083  95.3  4,343  (51.3)  3.4  1.7  95.3  7.9  (56.6)

J&K Bank 4,771  4,508  5.8  4,157  14.8  3,771  3,236  16.5  2,959  27.4  1,913  2,132  (10.3)  1,386  38.0  39.4  44.0  (10.3)  28.6  38.0

PNB 35,850  35,366  1.4  30,290  18.4  27,187  26,764  1.6  25,075  8.4  12,437  11,500  8.1  12,009  3.6  39.3  36.3  8.1  37.9  3.6

SBI 112,185  114,666  (2.2)  80,581  39.2  80,361  72,607  10.7  60,797  32.2  34,861  32,638  6.8  209  NM  54.9  51.4  6.8  0.3  NM

Union Bank 18,194  17,809  2.2  17,165  6.0  10,598  12,841  (17.5)  8,695  21.9  4,598  1,970  133.4  5,976  (23.1)  8.8  3.8  133.2  11.4  (22.9)

NBFCs

HDFC Ltd 13,109  11,557  13.4  13,027  0.6  15,361  13,482  13.9  15,790  (2.7)  11,672  9,812  19.0  11,420  2.2  7.9  6.7  19.0  7.8  1.7

IDFC 6,100  5,470  11.5  4,740  28.7  7,683  6,324  21.5  5,024  52.9  3,748  3,816  (1.8)  2,864  30.9  2.5  2.5  (2.0)  1.9  32.4

LIC Hsg Finance 3,857  3,258  18.4  4,204  (8.3)  3,726  3,263  14.2  4,484  (16.9)  2,554  3,057  (16.4)  3,148  (18.9)  5.4  6.5  (16.4)  6.6  (18.6)

M&M Finance 4,858  4,178  16.3  3,960  22.7  3,048  2,797  9.0  2,584  18.0  1,805  1,547  16.7  1,566  15.3  17.6  15.1  16.7  15.8  11.3

Shriram Transport 3,200  3,110  2.9  3,243  (1.3)  6,370  6,465  (1.5)  6,335  0.6  3,150  3,027  4.1  3,406  (7.5)  13.9  13.4  4.1  15.1  (7.6)

TOTAL 387,395 379,033  2.2 321,078  20.7 289,498 280,419  3.2 241,917  19.7 146,449 139,976  4.6 105,230  39.2

Source:  Companies; Kotak Securities - Private Client Research
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CAPITAL GOODS & POWER

Project investment snapshot
 Project investment intentions through fresh proposals declined by a

hefty 62% during the first nine months of 2011-12 on a Y-O-Y basis. Ac-
cording to a project survey, 5,629 new projects were announced during
April-December 2011 envisaging capital outlay of Rs. 2.2 trn as compared
to 7,445 new projects amounting to Rs.5.7 trn in 9M FY11.

 The sharpest drop in investment proposals has been in metals and min-
ing, power and railways. The reasons are not far to seek. Land acquisi-
tion and fuel supply issues have stalled investment in Power and Metals/
Mining sector. Investment in rail projects has been affected possibly due
to deterioration in the finances of the Railways.

Preview Highlights
 We expect aggregate revenue growth of 12% YoY in the fourth quarter, driven

mainly by BHEL and L&T.

 Aggregate EBITDA is expected to decline by 4% yoy as we project aggregate
EBITDA margins to contract by 260 bps to 14.4%. The major contribution to
margin decline is attributed to Suzlon. Ex-Suzlon, aggregate EBITDA is projected
to remain flat led by 190 bps decline in EBITDA margin.

 Aggregate PAT is expected to decline 11.4% YoY in Q4 FY12. Excluding Suzlon,
aggregate PAT expected is expected to remain flat.

 We remain cautious on projects-based companies given the negative outlook on
capex cycle and a deteriorating working capital cycle. Interest expenses are seen
spiraling up in this quarter as well.

 While valuations are now reasonable from a historical perspective, we note that
the sector remains vulnerable to earnings downgrades. Remain selective in our
stock picks with preference for product-oriented companies over project-oriented
ones. Prefer Cummins, Voltas and Engineers India Ltd.

Stock Performance
The capital goods sector remained outperformer (21 % gain vs 12% for the Sensex)
for the quarter as the sector rebounded strongly after having beaten down in CY11.
Attractive valuations, pause in monetary tightening by the RBI and expectations of
government reforms were the prime reasons for outperformance.

Commodity prices firmed up in Q4FY12
During the quarter, average price of HR steel coils was up 8.1% qoq to USD 714 per
ton, which would increase cost pressures for Capital Goods companies.

Average price of copper which is the prime raw material for electrical equipment
has increased 10% qoq in the quarter. The effect of this would be in terms of higher
revenues but downside in EBITDA margins.

Forex Scenario - MTM relief likely for EKC, Time Technoplast and
Blue Star
Rupee has appreciated 6% vs the USD during the quarter. Positive for Everest
Kanto, Time Technoplast, Blue Star and Voltas as these companies are net import-
ers.

Top Picks:
Cummins

Voltas
Engineers India

L&T

RESULT PREVIEW

Sanjeev Zarbade
sanjeev.zarbade@kotak.com
+91 22 6621 6305

Ruchir Khare
ruchir.khare@kotak.com
+91 22 6621 6448
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HR steel price USD/ton

Source: Bloomberg

Copper LME USD/ton

Source: Bloomberg
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Stock view
 Crompton Greaves: CGL should report muted earnings growth in the quarter

mainly due to lack of activity in the power segment. Raw material prices could
have negative impact on the EBITDA margins.

 Siemens: We forecast healthy revenue growth for Siemens as the company has
started the year with a 32% increase in order book. Margins are likely to slightly
increase compared to the previous quarter.

 Suzlon: We expect another set of poor results from Suzlon as the combined im-
pact of lower up tick in international business and higher interest costs eroding
profitability. Although company has succeeded in increasing its order book re-
cently in the domestic market and this could be a positive for the company going
ahead. The stock has underperformed the broader market in the past and order
book growth remains a key variable to monitor.

 Kalpataru Power Transmission: KPTL is likely to maintain its margins in
Q4FY12. Company should report decent growth in sales and profits. We would
be closely monitoring the growth in order book which has remained muted in
past two quarters and should be a key variable for stock performance.

 Cummins India: We expect resilient domestic market sales on back of power
and industrial segments along with significant YoY improvement in export sales.
Company is likely to maintain margin at EBITDA and PAT levels.

 Bajaj Electricals Limited (BAEL): We expect BAEL to report growth in revenues
in Q4 FY12 aided by robust growth in consumer appliances business. Domestic
business is likely to report meaningful growth on account of robust demand from
tier II and tier III cities. Project business is expected to post some signs of revival
in the quarter.

 AIA Engineering Ltd (AIA): AIA is expected to report growth in revenues as
well as profits in Q4FY12. This would mainly be on account of continued up tick
in new market creation in mining space.

 Gujarat Apollo Ltd: GAL is expected to report YoY growth in Q4FY12. NHAI
awarded record orders in 9MFY12 however execution remains a concern in or-
ders where land acquisition is pending.

 Tractors India Limited (TIL): TIL is expected to report growth in sales for the
quarter. We believe that the sluggish infrastructure spending and rising interest
rate scenario pose a negative impact on company's growth.

 Havells India Ltd (HIL): HIL is likely to report meaningful YoY growth in net
profits. Sylvania restructuring should progress in positive direction and is expected
to aid operating margins. Domestic business is likely to report meaningful growth
on account of robust demand from tier II and tier III cities.
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 EIL: We expect company to report meaningful YoY growth in revenues driven by
consultancy division. Company is likely to maintain margin at EBITDA levels.

 ABB: The power transformer sector is going through a prolonged phase of mar-
gin pressure as players have been undercutting prices to utilize their capacity.
We understand that the competition in high KV range has further intensified due
to Chinese companies.

 Areva: Post demerger of transmission and distribution business into separate en-
tities, the company could be reporting Q1CY12 numbers for transmission busi-
ness. Hence numbers are not comparable.

 Voltamp: The company's transformer business continues to reel under pricing
pressure. The management has taken a cautious approach on taking orders
given instances of payment delays from customers. Q3FY12 margins were
sharply lower due to execution of some low-margin orders. As per the manage-
ment, the situation remains largely the same in this quarter as well.

 Larsen & Toubro: The L&T stock has rebounded sharply in this quarter on strong
project execution in Q3FY12. The company maintained its guidance for order
intake of 5% in FY13. To meet this guidance, the company needs to win orders
worth Rs 343 bn in Q4FY12 vs Rs 303 bn. In the current quarter, the company
has reported order wins of ~ Rs 120 bn. Most of the orders won have been in the
building/construction segment.

 Hind Dorr Oliver: The company continues to face the brunt of slack revenues,
depressed order backlog and elevated interest burden. In recent weeks, the
stock has rallied post announcement of acquisition of 12% stake in IVRCL by
Essel Group.

 Thermax: The company is reeling under decline in project investments in the
country. Order backlog is down 20% yoy at the end of Q3 FY12.

 Voltas: The company surprised the market in Q3FY12 by taking a one-time hit
in its profits due to cost-overrun in its Sidra Medical project in Qatar. The stock
has rallied post the results announcement.

 Bharat Electronics: In its provisional numbers, the company has reported poor
numbers in the fourth (traditionally a strongest quarter). The company missed out
on revenue as well as EBITDA margin front.

 Greaves Cotton: 3W sales volumes of GCL's client declined 14% yoy in Jan-Feb
2012 period. The slowdown has been exacerbated by Piaggio (volumes down
19% yoy in Jan-Feb 2012). Consequently, we expect profits to be muted in the
quarter.

 Diamond Power Infrastructure (DPIL): The demand for HT cables has been
strong but EPC segment has been sluggish. We project moderation in growth for
the company in FY12. The company has recently commissioned the EHV cables
and transmission towers plant which should make a meaningful contribution to
revenues in FY13. A positive is that the company has also won an order for EHV
cables, which we believe is a major breakthrough for the company.

 Everest Kanto: The offtake from Iran (EKC's most profitable market) continues
to remain adversely affected due to geopolitical developments. The company is
expected to report MTM gain in Q4 FY12 results due to the appreciation in Ru-
pee.

 Time Technoplast: The company had to take forex loss of Rs 60 mn in Q3 FY12
due to depreciation in Rupee. Since the rupee has appreciated in the quarter,
the company may book forex gains in the quarter. Profitability is likely to remain
in pressure as the company is incurring higher overheads related to commission-
ing of manufacturing units in india and abroad. Rise in HDPE prices and higher
interest outgo would also dampen profit growth.
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Power
 NTPC: During the quarter, the company has commissioned two units of 500 MW

each at Vallur and Simhadri.

Quarterly estimates - Capital Goods

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Capital Goods

Voltamp  1,490  1,455  2.4  1,490  - 9.0 2.7 18.0  107  36  197.2  190  (43.7)  10.6  3.5  202.9  18.8  (43.6)

Cummins  13,579  9,998  35.8  10,493  29.4 1745.3 1788.4 1761.2  1,422  1,409  0.9  1,440  (1.3)  5.2  5.1  1.0  5.2  (1.2)

BEL  22,205  14,316  55.1  23,073  (3.8) 13.5 9.0 25.2  2,823  1,746  61.7  4,483  (37.0)  35.3  21.8  61.9  56.0  (37.0)

Blue Star  8,957  5,833  53.6  9,085  (1.4) 4.0 -0.5 11.3  151  (328)  (146.0)  568  (73.4)  1.7  (3.6)  (147.2)  6.3  (73.0)

Voltas  17,558  11,539  52.2  16,620  5.6 7.6 7.6 7.9  909  1,429  (36.4)  844  7.7  2.7  4.3  (37.2)  2.6  3.8

Thermax  17,184  12,630  36.1  17,455  (1.6) 11.0 10.7 11.2  1,268  955  32.8  1,265  0.2  10.7  8.0  33.8  10.6  0.9

Hind Dorr  2,058  1,847  11.4  1,952  5.4 10.8 7.6 4.6  71  31  131.9  14  419.7  1.0  0.4  132.6  0.2  426.3

L&T  182,449  139,986  30.0  150,784  21.0 14.1 9.6 15.5  16,418  9,916  66.0  14,592  13.0  28.0  16.9  66.0  24.9  13.0

ABB  18,270  21,693  (15.8)  17,813  2.6 6.4 5.0 5.7  673  638  5.5  596  12.9  3.2  3.0  5.7  2.8  12.8

Areva  7,291  6,789  7.4  9,949  (26.7) 10.1 8.4 8.4  270  159  69.8  288  (6.3)  1.1  1.3  (15.4)  1.2  (8.3)

Siemens  28,840  23,969  20.3  25,813  11.7 899.8 513.6 1433.0  1,816  707  156.9  2,418  (24.9)  5.5  2.1  157.1  7.3  (25.3)

BHEL  213,288  105,480  102.2  179,214  19.0 22.6 19.7 24.0  32,100  14,326  124.1  27,980  14.7  13.1  5.9  122.0  11.4  14.9

Greaves Cotton  5,298  4,644  14.1  4,527  17.0 14.1 12.6 14.7  451  342  31.9  467  (3.4)  1.8  1.4  28.6  1.9  (5.3)

TIL  4,017  3,227  24.5  3,550  13.2 468.0 430.7 1267.6  30  6  383.9  203  (85.2)  3.0  0.6  376.2  20.1  (85.1)

Gujarat Apollo  676  459  47.2  639  5.7 1480.2 1394.3 1737.1  59  39  51.3  75  (21.3)  3.6  2.4  51.3  4.6  (21.7)

Havells  14,872  16,600  (10.4)  15,658  (5.0) 907.7 1060.2 1003.3  1,240  1,140  8.8  1,221  1.6  9.3  8.6  8.4  9.2  1.3

AIA Engg  3,774  3,470  8.8  3,589  5.2 1931.6 2031.7 2020.1  512  502  2.0  521  (1.7)  5.4  5.3  1.9  5.5  (1.6)

CGL  28,512  30,297  (5.9)  29,080  (2.0) 734.8 599.7 1283.0  1,817  756  140.3  2,847  (36.2)  2.9  1.2  139.2  4.5  (36.1)

Suzlon  75,717  49,857  51.9  72,760  4.1 592.5 646.8 1407.2  (4,307)  (3,017)  -  4,484  -  0.0  -  -  -  -

Kalpataru Power  11,790  8,008  47.2  8,846  33.3 1018.7 1133.9 1113.5  496  403  23.1  614  (19.2)  3.2  2.6  24.2  4.0  (19.3)

Bajaj Electricals  10,836  7,929  36.7  9,793  10.7 629.4 817.3 987.4  405  328  23.5  585  (30.8)  4.1  3.3  23.9  5.9  (30.5)

EIL  10,542  7,925  33.0  9,465  11.4 2048.9 2299.1 2012.7  1,623  1,513  7.3  1,630  (0.4)  4.8  4.4  7.4  4.8  (0.8)

Diamond Power  4,982  5,391  (7.6)  3,424  45.5 10.3 11.3 13.7  192  308  (37.7)  264  (27.3)  5.2  8.3  (37.3)  7.1  (26.8)

Everest Kanto  1,555  1,432  8.6  2,423  (35.8) 13.2 10.7 21.7 75.6  (222)  (100.0)  373  (80.0)  0.7  (2.0)  (135.0)  3.5  (79.9)

Time Technoplast  4,012  3,978  0.9  3,794  5.7 17.0 15.9 15.3  267  237  13.0  258  3.4  1.3  1.1  13.0  1.2  3.4

TOTAL  705,227  498,752  41.4 631,289  11.7 14.4 11.2 17.0  60,182  33,365  80.4  67,943  (11.4) 162 106 220

Power

NTPC  173,712  153,323  13.3  155,189  11.9 20.3 23.2 32.0  23,048  21,304  8.0  27,799  (17.0)  2.8  2.6  8.0  3.4  (17.0)

Source:  Companies, Kotak Securities - Private Client Research
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CEMENT
Cement demand has started witnessing improvement on account of
improvement in the construction activity from infrastructure as well as
individual housing segment. Cement prices remained firm during Q4FY12
and recovered back the declines seen in the prices in Dec, 2011-Jan, 2012
period. Along with this, due to cost pressures related to hike in railway
freight rates and excise duty, prices inched up further in the month of
March. Overall costs continued to remain high.

Thus, on a sequential basis, cement realizations for companies are likely to
improve during Q4FY12. We expect revenues in our coverage universe to
grow by 12% on QoQ basis and 13% on YoY basis. Operating margins are
expected to improve sequentially but are likely to be lower on yearly basis
due to higher costs. Net profit during Q4FY12 is expected to decline by 7%
QoQ and 15% YoY led by higher operational costs as well as higher
depreciation charges.

Since we have now begin to see demand growth revival, we would
recommend a selective approach to cement sector and would prefer players
having attractive valuations and higher capacities since delta effect of
higher cement prices will be much more with these players.

Demand growth during Q4FY12
Cement demand growth since Nov, 2011 has grown in double digits on a monthly
basis and demand growth for Apr, 11 - Feb, 12 period now stands at 6.9%. We
expect full year demand to grow by nearly 6% during FY12 led by revival in con-
struction activity. We also expect revival in infrastructure award process during FY13
which would also result in keeping cement demand growth strong. We thus expect
cement demand to improve by 9.5-10% going forward. Focus on infrastructure cre-
ation as well as pre-election spend during FY13 and FY14 would be key drivers for
the cement demand growth going forward.

Cost pressures continue to remain high
Companies may continue to witness cost pressures led by higher freight costs as well
as raw material costs. Imported coal prices have come down during the quarter and
thus companies having higher imported coal component such as India Cements may
benefit during the quarter. Government has also reduced import duty on coal in
Union budget but impact of lower duties would be reflected fully only from Q1FY13
onwards. However, power and fuel cost may jump up during FY13 for companies
having higher domestic sourcing such as ACC due to expected increase in coal
prices by Coal India.

Since companies have passed on most of the cost increases, we don't expect
EBITDA margins to come down on a sequential basis. However, on yearly basis,
margins are likely to be lower due to higher costs.

Quarterly estimates - Cement

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Grasim  65,000  62,601  3.8  63,903  1.7 22.5 20.9 24.1  5,740  6,691  (14.2)  8,682  (33.9) 62.6 72.9  (14.2)  94.7  (33.9)

ACC*  29,370  25,027  17.4  23,982  22.5 22.0 15.6 23.1  3,990  4,704  (15.2)  3,507  13.8 21.2 25.0  (15.2)  18.7  13.8

India Cement  11,194  9,415  18.9  9,979  12.2 20.7 20.7 17.9  656  563  16.4  552  18.6 2.1 1.8  16.4  1.8  18.6

Shree Cement  13,810  12,586  9.7  10,701  29.1 25.3 26.4 27.7  589  592  (0.5)  657  (10.4) 16.9 17.0  (0.5)  18.9  (10.4)

Ultratech Cement  53,948  45,719  18.0  44,901  20.1 21.9 21.1 22.7  6,515  6,169  5.6  7,268  (10.4) 23.8 22.5  5.6  26.5  (10.4)

TOTAL  173,322  155,347  11.6 153,466  12.9  17,490  18,719  (6.6)  20,666  (15.4)

Source:  Companies, Kotak Securities - Private Client Research; Note: *ACC is CY ending company; results are for Q1CY12

Top Pick

Grasim Industries
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South - Demand has started
improving in the southern

region and prices improved
further to close nearly Rs 295-

310 per bag at the end of
Q4FY12.

East - Strong demand from
housing and infrastructure

segment has kept prices higher in
the eastern region at around Rs

300-310 per bag.

West - Prices increased sharply
during Q4FY12 led by strong
demand from infrastructure
projects in Maharashtra and

Gujarat. Prices in trade
segment in Mumbai and

Gujarat stand at around Rs
300-315 per bag.

Pricing scenario in different regions

North (Rs/bag)

Source: CMA, Dealer feedback

South (Rs/bag)

Source: CMA, Dealer feedback

East (Rs/bag)

Source: CMA, Dealer feedback

West (Rs/bag)

Source: CMA, Dealer feedback

North - Cement prices in north
are lower than most of the

other regions. Prices currently
stand around Rs 255-260 per

bag in the trade segment post
hikes announced after railway

freight rate and excise duty
increase. 190
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CONSTRUCTION

Construction sector performance during Q4FY12 is expected to improve on a
sequential basis led by improvement in execution. Revenues are expected to
grow by 21% QoQ for construction companies in our coverage universe
while on yearly basis, revenue growth is expected to grow at a slower pace
of 7% due to lower than expected order inflows during current financial
year. Margins are likely to remain a mixed bag with some of companies
likely to improve their margins on a full year basis due to diversified project
mix while others may witness a decline in full year margins due to cost
overruns. Continued high working capital and higher interest rates are likely
to dent the profitability adversely.

During FY12, revenue growth of the companies was impacted due to lack of
order inflows as well as execution related issues. Cost overruns, delay in
payment from clients, increase in working capital and steep hike in interest
rates have impacted profitability of companies across the sector and
resulted in sharp increase in leverage. Thus, in order to bring down the
debt, companies have initiated the process of stake sale in the SPVs
executing road, power and real estate projects.

We would continue to look out for following parameters during Q4FY12/
FY13 which will give us an indication of future growth in the sector -

 Faster environmental clearance and land acquisition

 Improvement in order inflows across segments

 Decline in interest rates

 Fund raising or stake sale by companies at the SPV level

 Financial closure of pending projects

Till that time, we continue to remain selective on the sector and would
prefer companies with healthy order book, improved execution and
attractive valuations. We would thus prefer IRB Infrastructure, Unity
Infraprojects and Pratibha Industries. We would also continue to maintain
our positive bias for Phoenix mills based on its strong rental revenue
stream, excellent margins as well as likely commissioning of market city in
Chennai and hotel Shangri-La.

Key highlights during Q4FY12

Revenue growth to witness improvement on sequential basis
Revenue growth of the companies during Q4FY12 is likely to be led by ramp up in
execution.  However, revenue growth is not expected to jump up sharply despite
healthy order book for the companies in order to contain working capital cycle and
maintain balance sheet strength.  It is expected to grow by 7% YoY only for our
coverage universe.

Operating margins for full year FY12 may be lower than previous
year
Operating margins of the companies are expected to be a mixed bag depending
upon the contracts executed in the current quarter. We expect full year FY12 oper-
ating margins to come down by 25-50 bps in comparison with last year due to in-
creased competition as well as higher raw material prices for fixed price proportion
of order book. Along with this, margins may also come down due to change in the
revenue mix.

RESULTS PREVIEW

Teena Virmani
teena.virmani@kotak.com
+91 22 6621 6302

Top Pick

IRB Infrastructure
Unity Infraprojects
Pratibha Industries

Phoenix Mills
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Quarterly estimates - Construction & Real estate

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Construction

Punj Lloyd  31,203  26,944  15.8  21,921  42.3 7.5 0.3 3.4  191  703  (72.9)  177  8.0  0.6  2.1  (72.9)  0.5  8.0

Jaiprakash Associates  41,393  32,579  27.1  39,053  6.0 24.2 23.6 19.8  2,665  2,050  30.0  3,020  (11.7)  1.3  1.0  30.0  1.4  (11.7)

IRB Infra  8,500  7,792  9.1  7,899  7.6 43.5 48.2 42.7  1,125  1,314  (14.4)  1,028  9.5  3.4  4.0  (14.4)  3.1  9.5

IVRCL  16,500  11,955  38.0  20,516  (19.6) 9.0 7.3 8.7  311  68  357.1  643  (51.7)  1.2  0.3  357.1  2.4  (51.7)

NCC  16,234  12,636  28.5  14,496  12.0 8.6 6.1 9.0  429  (95)  (552.9)  357  20.4  1.7  (0.4)  (552.9)  1.4  20.4

BGR energy  11,000  8,023  37.1  14,573  (24.5) 14.0 16.2 11.2  718  547  31.1  984  (27.1)  9.9  7.6  31.1  13.6  (27.1)

Simplex Infra  16,745  15,943  5.0  13,654  22.6 8.6 8.0 9.9  322  180  78.8  370  (12.8)  6.5  3.6  78.8  7.4  (12.8)

Madhucon Projects  5,730  6,249  (8.3)  5,934  (3.4) 10.5 8.4 10.6  189  75  150.8  193  (2.0)  2.6  1.0  150.8  2.6  (2.0)

Unity Infra  6,436  4,896  31.5  5,703  12.9 12.0 14.5 13.8  282  247  14.3  307  (8.2)  3.8  3.3  14.3  4.1  (8.2)

Pratibha Industries  4,724  4,508  4.8  3,887  21.6 14.0 12.5 12.6  294  191  53.9  274  7.3  3.0  1.9  53.9  2.8  7.3

J Kumar Infraprojects  3,622  2,507  44.5  3,257  11.2 13.4 16.0 14.7  251  196  28.2  247  1.7  9.0  7.0  28.2  8.9  1.7

TOTAL  162,087  134,033  20.9 150,892  7.4  6,777  5,477  23.7  7,598  (10.8)

Real Estate

Phoenix mills Ltd 528 505 4.7 468 12.9 66.1 73.9 68.6 254 269  (5.7) 272  (6.6) 1.8 1.9  (5.7) 1.9  (6.6)

Source:  Companies, Kotak Securities - Private Client Research

Net profits to be impacted by higher interest outgo
Aggregate net profit of companies in our coverage universe is expected to decline
by 11% YoY for Q4FY12 led by steep increase in interest outgo. Interest outgo and
overall borrowings are likely to remain high during FY13 also. However, any decline
in interest rates during FY13 would be positive for the sector.

Recommendation
We continue to maintain our selective stance on the sector and would prefer compa-
nies with low valuations, higher revenue visibility or where order inflow is expected
to be very strong. Our top picks in the sector would be IRB Infra, Unity Infraprojects
and Pratibha industries. We would also continue to maintain our positive bias for
Phoenix mills based on its strong rental revenue stream, excellent margins as well as
likely commissioning of market city in Chennai and hotel Shangri-La.

Key risks to our recommendations would come from lower than expected revenue
execution and higher than expected working capital cycle.
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RESULS PREVIEW

Ritwik Rai
ritwik.rai@kotak.com
+91 22 6621 6310

FMCG
We expect strong performance from all FMCG companies under our
coverage. We factor in 10-12% organic growth in sales, on account of
continued improvements in pricing as well as volumes. We believe
companies under our coverage universe shall broadly be able to pass on rise
in raw material prices/ compensate for declining gross margins with other
efficiencies, leading to stable/ growing margins (y/y). We see 17% growth
in revenues and 26% in PAT in our coverage companies.

 Godrej Consumer: We have factored for a 25% y/y growth in revenues, even
as we expect some cool-off in growth in domestic as well as international opera-
tions (4QFY12 revenues are expected to be lower by 7% on a sequential basis).
Expect EBITDA margins to remain flat q/q, as improving domestic margins are
likely to offset declines in international operations, which came in strongly in
3QFY12. Expect PAT to grow 16% y/y.

 HUL: We expect 14% growth y/y in HUL's revenues, as pricing improves and
volumes continue to display growth. Expect EBITDA margins will expand 250 bps
y/y, on account of improving gross margins (better pricing), and continued effi-
ciencies in advertising and promotional spends. Expect PAT growth of 32% y/y
on stronger margins and revenue growth.

 ITC: We expect 13%-14% growth in cigarette (gross) revenues on account of
higher pricing. Expect strength in EBITDA margins (6.4 ppt rise y/y) on account of
stronger margins in cigarettes; as well as continued move towards profitability in
the other FMCG segment. We estimate 31% growth in the company's EPS.

Quarterly estimates - FMCG

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Godrej Consumer  12,504  13,441 -7.0  9,995 25.1 20.2 20.2 18.5  1,637  1,671 -2.0  1,416 15.6 4.8 4.9 -2.0 4.2 15.6

Hindustan Unilever  55,731  58,527 -4.8  48,994 13.8 16.8 18.0 14.3  6,771  7,662 -11.6  5,127 32.1 3.1 3.5 -11.6 2.4 32.1

ITC  64,728  61,954 4.5  58,363 10.9 37.1 37.6 30.7  16,791  17,009 -1.3  12,815 31.0 2.2 2.2 -1.3 1.7 31.0

Total -2.4 16.6 24.7 25.3 21.2 -5.0 26.2

Source:  Company Reports, Kotak Securities - Private Client Research
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INFORMATION TECHNOLOGY

We expect companies under our coverage to report a sequential revenue
growth of about 1.3%, driven by higher volumes but impacted by currency
fluctuations. Volumes for the Top 4 companies are expected to rise between
0.2% - 3%. This is a quarter where client budgets are normally finalized and
order flow turns stronger in the April - June quarter. Slower growth in
discretionary spends and continued delays in spending decisions will also
impede revenue growth, we believe. The cross currency volatility impact is
expected to be marginal as compared to last quarter. Average realizations
are expected to have remained stable QoQ, barring few cases of declines.

EBIDTA margins are expected to be lower QoQ on the back of the rupee
appreciation and lower volume increases, along with reduced utilization
rates. We expect EBIDTA to fall by 1.5% QoQ, for companies under our
coverage.

Companies follow different hedging strategies and different accounting
policies. This may lead to corresponding impact of currency volatility on
other income. We expect significant volatility in the other income
component on a QoQ basis for several companies. Consequently, PAT is
expected to remain flat for companies under our coverage (also for Top 4).

The guidance from Infosys will be even more important this time. With
continuing uncertainty on depending decisions (largely discretionary
spends), the guidance may be conservative.

Among other things, we will also watch out for :

a) Comments on CY12 budgets; more importantly on expected spending
patterns,

b) Pricing declines, if any and comments on the same,

c) Salary increments for FY13 and

d) Comments on new opportunities like Cloud Computing, etc

We maintain our optimistic view on the medium-to-long term prospects of
the sector. Over the medium term, we expect large caps to out-perform as
they are better equipped to counter the impact, if any, of any variation in
the demand scenario. We will keep a close watch on the evolving macro
scene in developed economies, where recent economic developments are
concerning.

Infosys and TCS remain our preferred large-cap picks. In mid-caps, we prefer
NIIT Technologies and KPIT Cummins. Mphasis is not covered here because
quarter ends in April.

0.2% - 3% sequential volume growth expected for top tier com-
panies
We expect top-tier companies to report volume growth of about 0.2% - 3% QoQ.
We understand that, there have been some delays in decision making and also, the
actual amount of spends as compared to budgets are relatively lower this fiscal.

While the order flows from US are expected to have grown, we will closely hear
management comments on the potential order flows from Europe, where economic
news has been a source of worry.

While volumes are expected to rise QoQ, we expect realizations to be largely stable,
subject to some cases of reductions. However, we will closely watch out for man-
agement comments on potential price reductions.
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Impact of cross currency movements
The Indian rupee has appreciated v/s USD (1.3%), Euro (3.9%) and GBP (1.6%).
The USD has appreciated v/s Euro (2.9%) and remained almost flat v/s GBP. To that
extent, the impact on USD-based revenues is expected to be marginally as com-
pared to the previous quarter. However, INR-based revenues for the quarter are ex-
pected to be negatively impacted to the extent of 100 - 150bps for top - tier compa-
nies.

For the Top 4 companies, we expect revenues to be about 0.7% higher in INR terms
and for the whole universe, revenue growth is expected to be about 1.3%.

Margins expected to be lower
We expect margins to be lower sequentially. Marginal volume growth, rupee appre-
ciation and lower utilization rates are expected to impact profitability QoQ. Cost ef-
ficiencies may set off part of the impact.

Volatility in other income
With relatively lower fluctuations in exchange rates during the quarter, the impact
on companies may be muted. However, the QoQ variation in the forex gains / losses
is expected to be significant. This will also be influenced by the hedging strategies
and accounting methods followed. Consequently, PAT is expected to remain almost
flat for companies under our coverage.

Factors to watch
The guidance from Infosys will be more important this time. The management has
been consistent in saying that, FY12 will be a normal year as far as demand is con-
cerned and that there have been no budget cuts from clients. However, it has also
cautioned that, there have been delays in decision making and the uncertainty has
increased, of late. Management comments on the macro scene and client spending
will gain additional importance. We also note that, other large companies have also
been cautious on the macro scenario.

Apart from Infosys' guidance, we will closely track comments on CY12 budgets from
other companies. Pricing declines, if any and comments on the same, further in-
sights into any pick up in discretionary spends, hiring trends and comments on new
opportunities like Cloud Computing, etc will be also of importance to us.

We will closely watch the progress made by and expectations of the various compa-
nies in new areas of opportunities. Cloud Computing provides a big potential and
order flows in this business will be of interest to us.

Companies are also now increasingly looking at moving to newer types of pricing
models like outcome-based pricing, transaction-based pricing, etc. Trends in these
will be of interest to us from the point-of-view of margin protection and improve-
ment. We will also watch out for management comments on pricing pressures, if
any.

Remain positive on medium-to-long term prospects; to watch
macro scene closely
We maintain our positive bias on sector fundamentals over the medium-to-long
term. In the event of a slow recovery in the global economy, it should reflect in in-
creased business for Indian IT vendors, though over the medium term. Indian compa-
nies have likely been able to increase their market share in the global outsourcing
pie.

However, the economic data from developed economies, especially from Europe,
has not been encouraging. Any major weakness in these economies can impact
demand for Indian IT vendors.

Larger companies are better-equipped to handle any variation in demand. We prefer
Infosys and TCS in the large caps. NIIT Technologies and KPIT Cummins are the
preferred mid cap stocks based on vertical focus and expertise.
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Quarterly Estimates (January - March 2012) - Information Technology

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mns) EPS (Rs)

Q3 Q4 QoQ Q4 YoY Q3 Q4 Q4 Q3 Q4 QoQ Q4 YoY Q3 Q4 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Infosys  ^  92,980  91,379  (1.7)  72,500  26.0  31.2  29.8  29.0  23,720  22,885  (3.5)  18,180  25.9  41.5  40.1  (3.5)  31.8  25.9

TCS  132,040  132,684  0.5  101,575  30.6  31.0  29.4  30.4  28,866  29,138  0.9  23,809  22.4  14.7  14.9  0.9  12.2  22.4

Wipro  100,318  102,667  2.3  83,024  23.7  19.8  20.0  20.6  14,564  14,586  0.1  13,754  6.0  5.9  5.9  0.1  5.6  6.0

HCL Tech *  52,452  53,723  2.4  41,380  29.8  18.5  18.3  17.3  5,528  6,164  11.5  4,453  38.4  7.8  8.7  11.5  6.3  38.4

TOTAL  377,789  380,453  0.7 298,479  27.5  72,678  72,774  0.1  60,196  20.9

Oracle  8,159  9,760  19.6  8,654  12.8  34.9  42.1  42.9  3,030  3,335  10.1  3,717  (10.3)  36.2  39.8  10.1  44.4  (10.3)

Infotech Ent  4,165  4,161  (0.1)  3,258  27.7  20.6  19.3  14.4  340  511  50.7  370  38.3  3.1  4.6  50.7  3.3  38.3

NIIT Ltd  2,501  2,716  8.6  3,237  (16.1)  10.0  13.1  12.5  407  269  (33.9)  378  (28.9)  2.4  1.6  (33.9)  2.3  (29.7)

NIIT Tech  4,330  4,426  2.2  3,157  40.2  18.0  16.6  20.5  640  500  (21.9)  500  (0.0)  10.8  8.4  (21.9)  8.4  (0.2)

TOTAL  19,155  21,063  10.0  18,306  15.1  4,416  4,615  4.5  4,965  (7.0)

KPIT  3,789  4,553  20.2  3,082  47.7  15.3  13.9  14.1  411  323  (21.2)  263  22.8  4.6  3.7  (21.2)  3.0  21.3

Geometric  2,190  2,230  1.8  1,700  31.1  18.2  17.3  13.3  213  150  (29.8)  178  (16.2)  3.4  2.4  (29.7)  2.9  (16.5)

Zensar  4,808  4,731  (1.6)  3,743  26.4  14.5  15.3  9.9  522  460  (11.8)  378  21.7  12.0  10.6  (11.8)  8.7  21.5

R Systems **  1,127  1,125  (0.2)  871  29.1  9.5  8.5  2.5  54  46  (15.1)  14  226.8  4.4  3.8  (15.1)  1.2  226.8

TOTAL  11,914  12,638  6.1  9,396  34.5  1,200  979  (18.4)  834  17.4

TOTAL  408,859  414,155  1.3 326,181  27.0  25.9  25.2  25.3  78,294  78,368  0.1  65,995  18.7

Source:  Companies, Kotak Securities - Private Client Research

* - Estimates are for 3QFY12

** - Estimates are for 1QCY12.

^ - Margin numbers and % are EBIT and EBIT %, respectively, for Infosys
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LOGISTICS
Performance of Logistics companies involved with container rail business,
CFS business and related business is strongly linked to performance of the
port sector in the country. With the container volumes in January and
February 2012 (March not available) at the 12 major ports of the country
growing to 1.26 mn tonnes ( +3% YoY) and minor ports like Mundra
estimated to grow much faster (14% CAGR), we expect the Logistics
companies in our coverage to report healthy growth in Q4FY12(except
Concor).

Container Corporation of India (SELL: Target Price - Rs 905)
 Q4FY12 consolidated revenue is expected to increase ~ 9 % YoY and ~ 4% QoQ

to Rs 10,850 mn in sync with growth in volumes at major ports. It is important to
note here that Concor primarily operates in Exim segment out of JNPT.

 The domestic volumes of the company are estimated to report a YoY drop of
~10%.  In the previous quarter Concor had reported a 13% YoY decline in do-
mestic volumes primarily led by new railway policy effective Dec-2010. Railways
increased the specified rating of five commodities (cement, stone other than
marbles, iron & steel, alloys & metals, POL products) leading to higher haulage
by 100% to 275%. This led to Concor losing almost the entire volumes of these
commodities to road transportation.

 Operating profit is expected at Rs 2,824 mn which translates into an operating
margin of ~26 %, declining almost 50 bps YoY from 26.5% primarily due to in-
creased competition in the Exim segment (waning pricing power) and higher
haulage cost in domestic segment ( not completely passed to customers till
date).

 Net profit for Q4FY12 is expected at Rs.2,233 mn against Rs 2,413 mn in Q3FY12
(-7% QoQ) and Rs 2,013 mn in Q4FY11.

 Due to recent hike in rail haulage effective 1st April, 2012; we had changed the
rating of the stock from Reduce to SELL.

Gateway Distriparks Ltd (Accumulate: Target Price - Rs 154)
 We expect GDL's Q4FY12 revenues to increase ~25% YoY and  ~8% QoQ to Rs

2,100 mn. This, we believe, would be largely led by congestion at JNPT and
Chennai port (it leads to higher CFS volumes and realization) and improved load
factor in the rail business.

 The rail business is expected to report healthy load factor of 80% (previous year
75%) with operating margin of 17%. This would be fifth consecutive quarter for
the rail business to report profits at net level.

 With improved CFS realizations (YoY) and robust rail performance we expect
GDL to report operating profit of Rs 630 mn which translates into healthy operat-
ing margin of ~30%

 Net profit is expected at Rs 343 mn versus Rs 331 mn in Q3FY12 and Rs 350 mn
in Q4FY11.

Allcargo Global Logistics (Buy: Target price - Rs 195)
 Q4FY12 or Q1CY12 consolidated revenue is expected to increase ~ 40% YoY

and 3% QoQ to Rs 10,250 mn, Again, the congestion at JNPT and Chennai port
would help the company report better numbers in the CFS business. ECU line
and domestic MTO business is also estimated to report 5% growth in volumes in
line with growth of global container volumes. However the realization should be
under pressure due to uncertainty in Eurozone.

RESULTS PREVIEW

Amit Agarwal
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+91 22 6621 6222
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Quarterly estimates - Logistics

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Concor 10,850 10,462 3.7 9,954 9.0  26.0  26.5  23.4 2,233 2,413  (7.5)  2,013  10.9  17.2  18.6  (7.5)  15.5  10.9

Gateway Distriparls 2,100 1,942 8.1 1,678 25.1  30.0  31.5  32.1 343 331  3.6  350  (2.0)  3.1  3.1  -  3.2  (3.1)

Allcargo 10,250 9,983 2.7 7,315 40.1  9.9  10.0  12.3 610 508  20.1  498  22.5  4.5  3.7  21.6  3.6  25.0

Arshiya International 2,856 2,734 4.5 2,344 21.8  26.3  25.7  23.1 359 345  4.1  192  87.0  6.0  5.8  3.4  3.3  81.8

Adani Port 7,100 6,906 2.8 5,176 37.2  69.4  69.7  67.6 3,190 3,107  2.7  2,510  27.1  1.6  1.6  3.2  1.3  23.1

Source:  Companies; Kotak Securities - Private Client Research

 Operating profit is expected at Rs 1,015 mn which translates into an operating
margin of ~9.9 %, falling marginally YoY from 12.26% primarily due to pricing
pressure in the key MTO business.

 Net profit is expected at Rs 610 mn against profit of Rs 508 mn in Q3FY12 and
profit of Rs 498 mn in Q4FY11.

Mundra Port and Special Economic Zone (MPSEZ) (Buy: Target
price - Rs 166)
 Q4FY12 revenue is expected to increase ~37 % YoY and  ~ 3% QoQ to Rs 7,100

mn. This would be primarily driven by volume surge in coal, container and POL.

 The overall volumes at the port are expected to reach 19 mn tonnes in the cur-
rent quarter (Q3FY12 ~17 mn tonnes) with significant contribution from coal and
container. We expect the company to handle a total of ~65 mn in the current fi-
nancial year (FY11 = 52 mn tonnes).

 Operating profit is expected at Rs 4,925 mn which translates into an operating
margin of ~69 %. We expect the company to sustain operating margin in the
range of 66% to 70%. Quicker berthing of ships, faster turnaround time, mecha-
nized operations, ample storage facility and good hinterland connectivity enables
the company to command superior realisation in comparison to government ports
and even private counterparts.

 Net profit for Q4FY12 is expected at Rs.3,190 mn against Rs 3,107 mn in Q3FY12
and Rs 2,510 mn in Q4FY11.

 Company has been continually bidding for port projects both on the east and the
west coast of the country. However the company is failing to obtain security
clearance for these projects from the home ministry. Recently it has emerged as
the highest bidder for Rs 1.06 bn dry bulk terminal at Kandla port.

Arshiya International (Buy: Target price - Rs 185)
 Q4FY12 consolidated revenue is expected to increase ~ 22% YoY and increase

4% QoQ to Rs 2,856 mn. The revenues would be primarily led by fast growth in
the FTWZ segment. The rail segment which primarily operates in the domestic
segment is expected to report marginal growth with the 3PL segment reporting
flattish revenues.

 Operating profit is expected at Rs 752 mn which translates into an operating
margin of 26.33 %, improving YoY from 23% primarily due to improved share of
high margin FTWZ business in the overall revenues.

 Net profit is expected at Rs 359 mn against profit of Rs 345 mn in Q3FY12 and
profit of Rs 192 mn in Q4FY11. FTWZ segment would be the key driver for the
profitability for the company.
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MEDIA

Advertising expenditures have seen modest growth in the quarter, as per
our discussions with media companies. We expect the industry advertising
revenues to have grown 6-7% in the quarter. Outperformers would include
Jagran Prakashan, HT Media which would benefit from assembly elections
and greater monetization/ improved readership, respectively. Hindi
Entertainment channels, held by Zee Entertainment and TV18 Broadcast, are
likely to have underperformed the industry (emergence of a new player
among top channels). Sun TV financials are likely to feel continued strain on
account of distribution disturbance in the Tamil Nadu market. Expect weak
growth from radio advertising as well, which will impact ENIL.

Costs shall continue to remain on predicted lines. Newspaper publishers'
gross margins shall continue to be under strain on account of high
newsprint prices. Broadcasters' costs are likely to have risen in the quarter,
on account of greater pressure to programming hours/ higher quality of
programming. We expect EBITDA margins of our coverage universe to
decline 5 ppt y/y.

 DB Corp: We expect DB Corp to have grown modestly ahead of the industry, on
account of strong regional drivers of the company and a high dependence on
local advertising, which tends to be more resilient. We forecast revenue growth
of 11%(y/y) for the company. Given favorable base effect of higher newsprint
prices, we expect margin compression to be minor (60bps). EPS is expected to
grow 10%.

 ENIL: On account of an adverse base effect (benefits from cricket season last
year), we expect ENIL to register significant declines in advertising revenues for
the company. This, along with expectations of higher marketing spends in the
quarter (relative to 3QFY12), lead us to expect a sharp decline in the company's
EBITDA margin in the fourth quarter (15 ppt contraction q/q, and y/y). We expect
PAT for the company to decline 52% (y/y) in 4QFY12. We note, however, that
write-backs in private treaties' provisions and lower marketing spends (possible,
with lower competitive intensity) pose significant positive risks to our estimates.

 HT Media: English newspapers' growth shall be kept in check on account of
weakness in advertising in metro cities, while Hindustan shall continue to grow in
double digits. We expect 10% growth in advertising revenues. HT Media shall
continue to face pressure on the gross margin on account of rupee depreciation,
which results in 4.9 ppt decline in EBITDA margin in 4Q (y/y). We expect PAT to
decline 7% y/y.

 Jagran Prakashan: We expect Jagran Prakashan to report advertising revenues
slightly ahead of peers on the back of assembly elections in several states. How-
ever, we gather that polictical advertising has been softer than expected on ac-
count of restrictions and subsequent monitoring of advertising by the Election
Commission. Expect revenue growth of 13%, minor margin erosion (0.7 ppt),
and 4% growth in PAT for the company.

 Sun TV Network: We expect Sun TV Network shall continue to see weak sub-
scription revenues, on account of distribution issues concerning Arasu Cable. We
estimate total revenues to decline 6.4% y/y. We expect margins to continue on
a downward path, registering 12.3 ppt decline y/y (for comparison purposes, we
look at EBIT margins of Sun TV, and the table above shows the same). Net profit
is expected to be lower 22% y/y.

 Zee Entertainment: Zee Entertainment is likely to see y/y decline in revenues
on continued pressure on advertising revenues of the company. Programming ex-
penses are expected to be higher this quarter, on account of sports as well as
general entertainment, leading to significant shrinkage in EBITDA margins. We
expect PAT Rs 1488mn, down 24% y/y.

Top Pick

HT Media



Kotak Securities - Private Client Research Please see the disclaimer on the last page For Private Circulation 26

MORNING  INSIGHT April  10,  2012

Quarterly estimates - Media

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

DB Corp  3,533  3,914 -9.7  3,174 11.3 25.7 26.0 25.1  494  561 -11.9  450 9.8 2.7 3.1 -11.9 2.5 9.8

ENIL  754  756 -0.2  822 -8.2 25.8 41.0 40.7  86  182 -53.0  180 -52.5 1.8 3.8 -53.0 3.8 -52.5

HT Media  5,125  5,266 -2.7  4,704 8.9 14.1 14.7 19.0  488  482 1.4  525 -7.0 2.1 2.1 1.4 2.2 -7.0

IBN 18  3,539  3,428 3.2  2,060 NM 9.9 8.2 3.6  (246)  (536) -54.0  (134) NM -0.3 -0.7 -54.0 -0.2 NM

Jagran Prakashan  3,203  3,240 -1.2  2,826 13.3 24.6 26.3 25.3  439  413 6.4  421 4.4 1.4 1.3 6.4 1.3 4.4

Sun TV Network*  4,310  4,251 1.4  4,605 -6.4 52.0 53.8 64.3  1,630  1,679 -2.9  2,082 -21.7 4.1 4.3 -2.9 5.3 -21.7

Zee Entertainment  7,667  7,548 1.6  7,980 -3.9 24.4 28.6 28.4  1,488  1,393 6.8  1,954 -23.9 1.5 1.4 6.8 2.0 -23.9

Total 3.2 10.0 23.7 26.4 28.7 -3.3 -17.8

Source:  Company Reports, Kotak Securities - Private Client Research; * EBIT margins

 TV18 Broadcast: Ex-exceptional items, we expect TV-18 margins to come in at
9.9%, while revenues will likely be flat q/q, as weakness in entertainment chan-
nels shall be offset by strength in news revenues (assembly elections, as also
Union budget, shall impact the company positively). Provisions relating to the
company's movie library, and revenue recognition for sale of broadcasting rights
to Star (as reported by media) are likely to impact financials significantly (not
accounted for in our estimates). We note that y/y comparisons are not meaning-
ful on account of restructuring of the company.
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METALS & MINING

Improved Q4 performance likely driven by strong seasonality -
Tough quarters to follow

Steel
 Steel companies' earnings would see a relief rebound in Q4, primarily helped by

strong seasonality. Steel prices have risen by 6-8% Q/Q while iron ore prices
have remained flattish and coking coal spot prices have further corrected. So,
steel companies would report better operating margins during Q4 further helped
by improved sales volume on Q/Q basis.

 But we would highlight that the steel capacity in India is ramping up at a fast
pace while domestic steel demand growth has faltered to mere 5%Y/Y levels
which we believe would pressure steel prices in coming months as seasonality
aided demand fades away in a month from here. We believe that next quarter
onwards operating margins of steel companies would be substantially down. So,
non-sustenance of Q4 margin improvement would not help investor sentiment
even if sequentially much better earnings are reported by steel companies.

Raw materials/ Mining
 Quarterly contract prices for hard coking coal continues its downward trend.

Starting Q1FY12 at US$ 330/t FOB, Q2 was marginally lower (4.5% Q/Q) to US$
315/t FOB, Q3 fall accelerated to 9.5% Q/Q to US$ 285/t FOB. Q4 contracts were
settled at US$235/t FOB down 16.1% Q/Q and now Q1FY13 prices have settled
at $206/t, down ~12% Q/Q. Spot coking coal prices have fallen below $200/t.
The fall in coking coal prices is welcome development for Indian steel companies
as they are mostly dependent on its imports. But it also leads to lower steel price
expectations which is not positive.

 62% Fe grade iron ore export spot prices to China are trading at ~147$/t CIF and
58% Fe grade prices are trading at $135/t CIF. Average iron ore prices have
been remarkably stable during Q4 (up  2 to 5% Q/Q for various grades) despite
flattering steel demand in China, indicating that at lower levels, there is appetite
for imported ore as China's domestic iron ore cost of seems to have shot up.

Base metals
 Average LME aluminium prices for Q4FY12 were modestly up 3.5%Q/Q but

sharply down 13.2%Y/Y. Average aluminium inventory at LME continues to pile,
up 8.8%Q/Q and up 11.3% Y/Y. LME inventory levels are now 5x the levels of
late 2008 financial crisis and indicates aluminium price weakness would continue
for quite some time.

 Average LME copper prices for Q4FY12 bounced back by 10%Q/Q but still down
13.8%Y/Y. Average copper inventory at LME was down by massive 24.5% Q/Q
helping it to be down 23.2% Y/Y. Copper is clearly outperforming other base
metals by miles.

 Average LME zinc prices for Q4FY12 were up by 6.2%Q/Q but down 15.9%Y/Y.
Average zinc inventory at LME have risen further 9.4%Q/Q and is up sharp 19%
Y/Y.

 US$ depreciated by ~4% vs. INR during Q4 which negatively impact base metal
companies realization so the positive Q/Q gain would be minimal for zinc and
aluminium companies. Also, to be noted is that aluminium and zinc prices have
corrected by ~10% over last month or so as reflected by piling up of LME inven-
tory date and that does not auger well for next quarter results.

 Domestic coal prices are likely to move up for base metal companies in coming
quarters as more domestic coal gets diverted to power companies at regulated
prices.

RESULTS PREVIEW
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Quarterly estimates - Metals & Minings

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

Sesa Goa  26,933  26,043 3.4  36,073 (25.3) 31.7 41.5 58.5  10,691  6,915 54.6  14,618 (26.9) 12.3 7.96 54.5 17.0 (27.6)

Total  26,933  26,043 3.4  36,073 (25.3) 31.8 41.7 58.7  10,691  6,915 54.6  14,618 (26.9)

Source:  Companies; Kotak Securities - Private Client Research
* Q4FY12e would be first time that full benefit of Cairn India 20% stake would flow in, so PAT & EPS comparison is distorted accordingly.

Sesa Goa
 Sesa Goa's iron ore mining operations had been hit in Karnataka post ban im-

posed by Supreme Court since Aug 2011. It was left with only 0.16mt of iron ore
inventory at Karnataka at beginning of Q4, which was likely sold off through e-
auctions in Q4. There has been till date no relief from Supreme Court regarding
expected restart of iron ore mining in Karnataka, so Sesa Goa iron ore business
is now left confined only to Goa operations.

 Sesa Goa iron ore sales volume for Q4 is likely to fall 25% Y/Y to 5.6wmt as
Karnataka contribution is reduced to negligible levels and lower output from erst-
while Dempo mines, as mine was last year operating above the approved capac-
ity which now stands corrected due to strict regulatory vigilance.

 Export duty on iron ore sales had risen to 30% w.e.f from 30 Dec 11. So, oper-
ating margins of the company may contract substantially during Q4. Also, Sesa
Goa had been exporting iron ore to China on CIF basis and as dry bulk rate con-
tracted sharply during Q4, it would also negatively hit the company.

 Sesa Goa is expected to report Q4 revenue of INR 26.9n down 25.3% Y/Y,
EBITDA of INR 8.57bn down 59.5% Y/Y and PAT of INR10.69bn down 26.9% Y/
Y. EBITDA margins are likely to contract by 2680bps Y/Y due to fall in realiza-
tions, rise in logistics cost, lower sales volume, increase in export duty and higher
tax rate.

 Q4FY12e would be first time that full benefit of 20% stake ownership benefit
would flow into PAT and EPS estimates. We expect INR 5.2bn of profit of
associate's contribution from Cairn in Q4 and would contribute almost 50% of
the quarterly earnings for Sesa Goa.
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Copper Price ($/t) & Inventory (t)

Source: Bloomberg

China iron ore import price (CIF $/t)

Source: Bloomberg

EU domestic HRC (US$/t)

Source: Bloomberg

China HRC export price (FOB $/t)

Source: Bloomberg

Aluminium Price ($/t) & Inventory (t)

Source: Bloomberg

Zinc Price ($/t) & Inventory (t)

Source: Bloomberg
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Rotterdam Export Shredded Scrap (FOB) US$/t

Source: Bloomberg

China Rebar Export Price (FOB $/t)

Source: Bloomberg
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Source: Bloomberg
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OIL & GAS

Key highlights
The overall performance of oil and gas companies in Q4FY12 is expected to
be mixed.

In Q4FY12 Brent crude oil prices have increased by 14.89% to $125/bbls
mainly on account of 1). Global supply concerns, 2). Global liquidity and 3).
Dollar index depreciation. Dollar Index has fallen by 1.02% in the period
under-review. However, Indian rupee has appreciated by 4.12% to INR 50.9/
$. The average rupee-dollar rate was 50.3 for the Mar'12 quarter, higher by
1.3% on QoQ basis.

The key beneficiary of higher crude oil prices are the upstream oil
exploration companies. Hence, upstream oil majors such as Cairn India,
ONGC, Oil India and HOEC will see higher realizations. Cairn India remains
our top pick. Higher production from Bhagyam field along with higher
realization will improve Cairn's profitability.

On the other hand, downstream companies i.e. refining and petrochemicals
are expected to witness margin pressure due to lower global demand and
higher raw material prices. However, OMCs’ fate depend on how much the
government compensates for the under-recoveries and retail fuel price hike.

The natural gas industry is expected to see continued pressure as domestic
availability of gas remains tight. Due to limited natural gas availability in
India we can see volume pressure on gas utility companies such GSPL, IGL,
etc. However, PLNG is expected to benefit from fall in the KG-D6 natural gas
supply. It is also expected that around end April'12 the global LNG prices
should cool off partly to seasonality factor and partly due to higher global
supply.

The natural gas supply in India was lower due to decline in natural gas
production from KG-D6. Apart from RIL, it will negatively impact the
performance of gas-utility companies such as GSPL, GAIL, Gujarat Gas, etc.
However, part of the gas volume loss was compensated by higher import of
LNG by PLNG.

Based on the above mentioned observation, we expect upstream companies
to report strong growth in revenues. Gas utility companies can see some
volume pressure on account of lower domestic natural gas supply. At the
same time, the raw material cost will be higher as part of the gas supplied
was costly imported LNG leading to negative impact on the profitability.

In the Union Budget 2012-13, GOI has increased the OIDA cess on crude oil
production to Rs4,500/mt from Rs2,500/mt earlier. The earlier revision in
cess happened during the Budget 2006-07. This increase in cess is attributed
to indexation by the government. Although, cess is cost recoverable while
calculating the profit petroleum for the upstream companies, the absolute
impact in earnings would still be substantial. The same will reflect in FY13.

Companies
 Indraprastha Gas (IGL). We expect IGL to show decent volume growth YoY

basis led by major conversion of vehicles to CNG. However on QoQ basis the vol-
ume performance will be flat and the margins are expected to be under pressure
due to sourcing of costlier natural gas and increase in operating cost. On 6th
March'12, the company hiked CNG prices by Rs.1.7-1.9 per kg but  the full ben-
efit of the same will come in Q1FY13.

Top picks

Cairn India, PLNG, IGL
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 Petronet LNG (PLNG). We expect the Company to show decent volume growth
on QoQ basis  on account of higher gas demand and lower KG-6 gas production.
The Company filled the supply-demand gap by importing higher LNG. Currently,
refining sector is the biggest consumer of RLNG.

 GSPL. We expect there will be gas volume concern for GSPL in Q4FY12 due to
fall in natural gas supply from KG-D6. At the same time we expect operating
margin pressure. In Jan'12, GSPL has signed an agreement with the consortium
(led by Bank of India) to fund the 2,200-km-long gas pipeline project from
Mehsana to Jammu, via Bathinda in Punjab. With the financial closure project
work will commission. The pipeline is expected to transmit more than 40 million
standard cubic meters gas per day (MSCMD). The project, estimated to cost Rs.
35 Bn, is being implemented by a special purpose vehicle (SPVs), with 52%
stake of GSPL. In this regard, GSPL has formed two SPVs for setting up new
pipelines.

 Castrol. We expect Castrol to report a dismal performance in Q1CY12 mainly on
account of 1). Higher raw material cost (Lube oil) due to rising lube oil prices, 2).
Lower sales volumes, 3). Competition from OMCs and 4). Seasonality.

In Jan'12, the Company's management has indicated slowdown in demand
coupled with higher input cost which had impacted profitability in Q4CY11. The
challenging base oil and additive cost environment and the general slowdown in
the economy impacted both sales and margins. The Company's management
has indicated that Castrol has lost its market share by ~2-3% in Q2CY11 and
Q3CY11. This is mainly due to aggressive pricing of its product. This makes us
believe that it will difficult for the Company to hike price in the near future de-
spite cost pressures.

Castrol's board has recommended final dividend of Rs. 8.0/share for the year
ended December 31, 2011 (2010: Final Dividend Rs.8.00 per share). The Com-
pany has indicated that from April 04, 2012 to April 16, 2012 (both days inclu-
sive) will be the record date.

 Cairn India Ltd. We expect, CIL to report strong top line growth on QoQ and
YoY basis both on account of volume and realization growth. Cairn India is a
private exploration company so it will reap full benefits of rising crude oil prices.
In Jan'12, Cairn has commenced production from the Bhagyam oilfield in
Rajasthan post approval granted by GOI. The benefit of the same will be re-
flected in Q4FY12. Further, CIL expects to ramp-up the crude oil production from
Bhagyam field to approved plateau rate of 40 Kbopd.

According to the Company's management Mangala field, the biggest of the 18
discoveries in Rajasthan block, can produce 150 kbopd as against 125 Kbopd.
Bhagyam, the second biggest field in the Rajasthan block, can produce 60 Kbopd
as opposed to current approved peak output of 40 Kbopd (50%), while
Aishwariya can contribute 25 Kbopd as compared to earlier 10 Kbopd (150%)
and other fields can produce 65 Kbopd, subject to required approvals.

Dividend policy to be announced by the company will abate concerns regarding
the utilization of cash. The Company's management has indicated to announce
a sound dividend policy.

Cairn makes 2nd oil strike in AP
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Quarterly estimates - Oil & Gas

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

GSPL  2,787  2,739  1.8  2,551  9.2 92.1 91.9 90.0  1,157  1,261  (8.3)  1,506  (23)  2.1  2.2  (8.3)  2.7  (23.2)

Castrol *  8,390  7,694  9.0  7,507  11.8 21.2 19.9 23.9  1,218  1,068  14.0  1,366  (10.8) 4.9 4.3  14.0  5.5  (10.8)

PLNG  57,246  63,303  (9.6)  39,860  43.6 8.0 7.9 8.8  2,542  2,954  (13.9)  2,063  23.3  3.4  3.9  (13.9)  2.8  23.3

Cairn India  46,133  30,968  49.0  36,545  26.2 63.8 76.5 83.9  26,063  22,619  15.2  24,578  6.0  13.7  11.9  15.2  12.9  6.0

IGL  7,098  6,615  7.3  5,093  39.4 21.6 22.5 26.6  714  691  3.2  692  3.2  5.1  4.9  3.2  4.9  3.2

Source:  Companies; Kotak Securities - Private Client Research; * Q1CY12

3M performance

Source: Bloomberg

1M performance

Source: Bloomberg

 Cairn India said it has struck oil at Krishna-Godavari basin acreage in Andhra
Pradesh, the second onland discovery by the company. Cairn Energy India Pty
Ltd, a wholly-owned subsidiary of Cairn India Ltd, reported the discovery in
Nagayalanka-SE-1 well in the onshore block identified as KG-ONN-2003/1.

 CEIL is the operator of the block with 24% stake, while Cairn India holds 25%.
The remaining 51% is with state-owned ONGC.

 Cairn did not give any estimate of reserves. Further appraisal will be required to
establish the commerciality of the discovery. Nagayalanka-SE is the second find
in the KG-ONN-2003/1 Block. The Nagayalanka SE-1 well was spud on Novem-
ber 25, 2011, as an exploration well to test the hydrocarbon potential of Creta-
ceous Golapalli sands.

Brent Crude Price Movement

Source: Bloomberg
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SHIPPING

 The dry bulk market is persistently facing problem of oversupply of ships
pegged at 10 to 12% per annum (Gross supply of 231 mn tonnes in the
next 3 to 4 years) and that is putting the various Baltic Indices and
freight rates under pressure. During the quarter all the baltic indices re-
mained flat. Some activity was reported in the spot cargo for larger ships
in January and February 2012 which led to freights increasing marginally
by 5 to 10% on different routes. Little activity was seen in the Panamax,
Supramax and the Handymax segments, but not enough to boost senti-
ment and freight levels in the month. The orderbook to fleet ratio cur-
rently stands at 36% - down from 52% in December 2010.

 The oversupply of vessel is a serious concern even in the crude tanker
market. Activity has slowed down in all the key segments of tanker pri-
marily due to sluggish world economy and the debt crisis in Europe.
Charters are withholding cargoes in anticipation of better freight rates.
This is negatively impacting the market with number of ships exceeding
the number of cargoes.

 With slowing consumer demand and burgeoning order book,even the
container market was weak in Q4FY12 and is estimated to remain flattish
in near term.

 Even shipping asset prices have slipped by 5 to 10 % across segments
impacting the NAV and replacement cost of most of the companies.

 Higher bunker cost is also having a negative impact on the companies.

Shipping Corporation of India (Reduce: Target Price - Rs 60)
 We expect SCI's Q4FY12 revenues to increase 12% YoY and remain flat QoQ to

Rs 9,751 mn, led by increasing fleet size and flattish tanker market.

 Operating profit is expected to again remain flat Rs 1150 mn which translates
into an operating margin of ~12 %.

 Net profit is expected at Rs 850 mn against loss of Rs 62 mn in Q4FY11 and
profit of Rs 739 mn in Q3FY12. Profit is not expected to grow significantly due to
poor freight market, lower gains from sale of ships and higher interest impact
this quarter vs. last year.

 We also estimate the gross NAV of the company to have corrected from Rs 95 in
the previous quarter to around Rs 90 in the current quarter.

Great Eastern Shipping Co (Accumulate: Target Price -Rs 270)
 Q4FY12 consolidated revenue is expected to increase ~27 % YoY and remain

flattish QoQ to Rs 7,610 mn. The offshore segment is expected to do well in the
quarter with Brent crude sustaining above $100 per barrel in the quarter.

 Operating profit is expected at Rs 2,655 mn which translates into an operating
margin of ~35 %, falling almost 300 bps YoY from 38% primarily due to higher
bunker cost and subdued freight market.

 Net profit is expected at Rs 600 mn against profit of Rs 756 mn in Q3FY12 and
profit of Rs 514 mn in Q4FY11. The QoQ fall would be primarily due to lower
gains from sale of ships and also flattish tanker market.

RESULTS PREVIEW
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 The company currently has a fleet of 34 ships aggregating 2.62 mn dwt. In FY12,
the company took delivery of 2 Kasramax (each of 81,000 dwt) and a Supramax
of 57,000 dwt. The company also sold three old tankers aggregating 2.3 lakh
dwt. If we observe the trend for the last 3 years - the company has been net
seller of ships in the market. Under current circumstance where the shipping
market is estimated to remain weak atleast for the next two years, we expect
GESCO to resist from adding ships to its fleet - which is a prudent measure as
many ships currently are burning cash. We expect GESCO to focus more on the
offshore subsidiary. Net NAV at end of current quarter is estimated at Rs 335
which includes investment of Rs 17.5 bn by the parent in the offshore subsidiary
(GIL).

 With poor market conditions, GESCO has deferred the plans of the IPO of GIL
which we had anticipated to come by 2HFY12E. We now expect the IPO to
come in FY14E when GIL achieves some scale in revenues and profits.

Mercator Lines Ltd (Buy: Target Price - Rs 48)
 Q4FY12 consolidated revenue is expected to increase ~ 48 % YoY and increase

~ 5% QoQ to Rs 11,600 mn with significant contribution from the coal segment
(~68%).

 Even the offshore segment is expected to do well in the quarter with Brent crude
sustaining above $100 per barrel in the quarter. However the shipping segment
with heavy exposure to dry bulk segment is expected to report subdued num-
bers. The coal segment (Oorja holdings) is expected to report revenue of Rs
7,600 mn (+5% QoQ; +70 % YoY).

 Operating profit is expected at Rs 1,756 mn which translates into an operating
margin of ~15 %, declining almost 150 bps YoY from 16.62% primarily due to
higher bunker cost, weak dry bulk market and increasing share of low Ebidta
margin coal business.

 Net profit for Q4FY12 is expected at Rs 205 mn against Rs 227 mn in Q3FY12.
The QoQ fall would be primarily due to lower Ebidta margins because of weak
dry bulk market.

 The latest net NAV that we had estimated in the month of March 2012 for the
company is Rs 42/ share.

 MLL is looking forward to get the 100% mining subsidiary listed (Oorja holding
ltd) which would lead to significant value unlocking for the parent company (an
upside of ~5 to 10% from the current levels). However, due to poor market con-
ditions, the listing of Oorja holding may get deferred to the next financial year
(FY14E) which can be a dampener for the company which is already struggling
with weak shipping business.

Quarterly estimates - Shipping

Company Revenues (Rs mn) EBIDTA (%) PAT (Rs mn) EPS (Rs)

Q4 Q3 QoQ Q4 YoY Q4 Q3 Q4 Q4 Q3 QoQ Q4 YoY Q4 Q3 QoQ Q4 YoY
FY12 FY12 (%) FY11 (%) FY12 FY12 FY11 FY12 FY12 (%) FY11 (%) FY12  FY12 (%) FY11 (%)

GE shipping 7,610 7,514 1.3 6,016 26.5  34.9  34.7  38.9 775 886  (12.5)  117  562  5.1  5.7  (11.0)  0.7  629

Mercator Lines 11,600 11,001 5.4 7,801 48.7  15.1  16.6  15.1 205 227  (9.7)  (685)  (130)  0.9  1.0  (10.0)  (2.9)  (131)

SCI 9,751 9,670 0.8 8,651 12.7  11.8  (6.5)  11.6 850 739  15.0  (62)  (1,471)  1.8  1.6  13.2  (0.1)  (1,485)

Source:  Companies; Kotak Securities - Private Client Research
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Trade details of bulk deals

Date Scrip name Name of client Buy/ Quantity Avg.
Sell of shares price

(Rs)

9-Apr Arrow Securi Aanir Shares Services B  25,146  9.0

9-Apr Arunjyoti Ente Dhruv Sawhney B  31,420  23.8

9-Apr Arunjyoti Ente Piyush Pukhraj Mehta S  30,000  23.8

9-Apr Avance Tech Vora Financial Services Pvt Ltd S  7,758,279  0.3

9-Apr Dazzel Conf B M Traders S  913,635  2.8

9-Apr Emporis K Ramanlal & Co B  100,000  22.5

9-Apr Emporis Manish Ratilal Shah S  94,535  22.5

9-Apr Hindustan Dorr Vidya Sagar Mahavir Prasad Sah B  461,701  51.9

9-Apr Jayant Merc Preeti Hari Jagtiani B  100,000  2.1

9-Apr Jayant Merc Hari Nanikram Jagtiani B  100,000  2.1

9-Apr Jayant Merc Pravin Mohanbhai Patel B  100,000  2.1

9-Apr Jayant Merc Nila Pravinbhai Patel B  100,000  2.1

9-Apr Jayant Merc Laxmidevi Gopikumar Singhania S  425,000  2.1

9-Apr Kaleidoscope SK Khemka B  803,296  33.1

9-Apr Kaleidoscope Alok Finance Pvt. Ltd. S  674,756  32.9

9-Apr Kanchan Intl Ganesh Anant Ghadge B  18,500  71.0

9-Apr Ken Fin Serv Ramesh Krishna Kulaye B  15,450  54.0

9-Apr Ken Fin Serv Vibha Devi Sultania B  25,000  52.0

9-Apr Ken Fin Serv Vidyadhar Ramnaresh Dubey S  25,000  52.0

9-Apr Ken Fin Serv Prakash Shankar Bhosale S  30,100  54.0

9-Apr LE Waterina Imran I Kidi B  512,618  7.8

9-Apr LE Waterina Arison Associates Pvt Ltd S  400,000  7.8

9-Apr Ludlow Jute R V Investment & Dealers Ltd B  535,584  31.0

9-Apr Ludlow Jute Dibya Trading Co.Llp S  536,584  31.0

9-Apr Mahaveer Info Mangukiya Dilipbhai Madhavjibhai S  49,000  12.8

9-Apr Olympic Rupal Piyush Avlani B  100,000  29.0

9-Apr Olympic Paulomi Ketan Doshi B  100,000  29.1

9-Apr Pasupati Fin Niyati Dineshchandra Liya B  24,500  38.8

9-Apr Pasupati Fin Sajan Arvindkumar Joshi B  31,000  38.5

9-Apr Pasupati Fin Devendra Jayantilal Shah B  35,000  38.5

9-Apr Pasupati Fin Shammei Navinkumar Patel S  30,974  38.5

9-Apr Pasupati Fin Rohnil Boradia S  40,000  38.7

9-Apr Sahyadri Inds Mahesh Kumar Singhi B  55,723  43.9

9-Apr Sahyadri Inds Sarswati Vincom Limited S  56,916  43.8

9-Apr Scope Ind K V Ramana Reddy B  64,500  14.0

9-Apr Shalibhadra Fin Sangeeta Manoj Biyani B  25,000  67.0

9-Apr Shalibhadra Fin Jigneshkumar Harshvadan Gandhi S  31,250  66.5

9-Apr Shreychem Rajesh Rajesh B  54,693  46.2

9-Apr Shreychem Somaiya Manoj Premjibhai B  44,200  46.1

9-Apr Shreychem Pravin B Singh B  50,000  45.7

9-Apr Shreychem Rajesh Rajesh S  54,693  46.2

9-Apr Suraj-$ Suraj Chemtech Pvt Ltd B  104,764  50.1

9-Apr Suraj-$ Anita Prafulkumar Chandan S  110,000  50.3

9-Apr Temptation Food KPC Securities Private Ltd. B  350,000  4.1

9-Apr Temptation Food Keshav Kumar Saraf S  350,000  4.1

9-Apr Vaishnavi Krishnaveni Beeram B  105,888  4.1

9-Apr Vaishnavi Sai Nithisha Parvathaneni B  120,657  3.9

9-Apr Vaishnavi Baddula Ravindra B  100,100  4.0

9-Apr Vaishnavi D V Durgam S  167,039  4.0

9-Apr Vantage Corp Sachin Sumatilal Karnavat S  16,982  7.3

Source: BSE

Bulk deals
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Gainers & Losers Nifty Gainers & Losers
Price (Rs) chg (%) Index points Volume (mn)

Gainers

Hindustan Unilever  405  1.3  1.8  1.5

DRL  1,751  2.2  1.6  0.4

Ranbaxy Lab  497  4.0  0.9  1.8

Losers

ICICI Bank  867  (2.6)  (8.7)  2.1

L&T  1,298  (3.5)  (8.2)  1.2

HDFC  666  (2.0)  (6.5)  2.4

Source: Bloomberg
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