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Heavy Electrical Equipment

Target Price (FY13E)
Sector

Stock Data

Bloomberg

BSE Code 532374
NSE Code STRTECH
52 Weeks High/Low 124/34
Market Cap (Rs. in Cr.) 1513

Description FY10 FY11 FY12E FY13E

Revenue 2432 2262 2871 3423
EBITDA 404 281 284 372
EBITDAM 16.60%  12.41% 9.91%  10.87%
PBT 317 179 143 235
PAT 246 142 107 176
PATM 10.11% 6.26% 3.74% 5.15%
EPS (Rs.) 6.92 3.97 2.74 4.49
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Result Highlights

Net revenue stood at Rs. 707 Crs. as against Rs. 509 Crs (up 39%
yoy) & Rs. 547 Crs. (up 30% qoq), mainly driven by power business.

e The company posted flat volumes of 2.8 million fkm for Optic
fiber and 0.8 million fkm for optic fiber cable over previous
quarter of Q1FY12.

e Power conductors segment volumes reached 36,500 MT vs
31,270 MT in Q1FY 12 up 17%.

Margins improved for Power, but weakens for telecom

EBIDTA declined on yoy basis from Rs. 94 Crs. in Q1FY11 to Rs. 54
Crs. but saw an increase of 22% sequentially. The power business
margins improved from 2% to 4% on qoq basis mainly due to improved
realization, but still sharply lower as compared to 13% in Q2FY 11. The
telecom segment margins saw a major dip from 23% in Q1FY12 to
15%. The key reason for this decline is the issues related to plant
stabilization for expanded capacity which is expected to ease down by
end of fiscal.

Additionally, increase in the oil prices has further pushed their total
expenditure in Q2FY12 to Rs. 657 Crs, a 56% increase qoq. The
Company plans to use alternative sources source of energy which might
reduce the cost pressure to some extent and efficiently manage the
rising expenditure. The company showed a qoq growth in its PAT level;
from Rs. 5 Crs. to Rs. 12 Crs. but is still lower than Q2FY 11 (Rs. 58
Crs.)

Disappointing Profits

A sharp decline of 78% yoy was seen in the PAT levels to Rs. 12.6
Crs. from Rs 57 Crs. This decline is well due to continuing high interest
cost. The interest cost of the company remains significantly higher at
Rs. 21 Crs. a 125% increase on yoy basis. We expect the interest cost
to be around Rs. 80 Crs. for FY12. As indicated by the management
the company is expected to improve its working capital going forward.

Intact order book and future plans on track

The company has a confirmed order book of Rs. 2400 Crs. of which
Rs. 2100 Cr. are power conductor orders and the rest being orders for
telecom. Further, orders worth ~ Rs. 900 Crs would be executed in this
fiscal. Additionally, Rs. 200 Crs. of system integration order is likely to
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materialize in the 2HFY12. The company expects smooth order flows from PGCIL, its major contributor to the power
business.

STL continues to work on its expansion plans of taking the conductor capacity to 200,000 MT. It is likely to start execution on
this plan and the machines for the same are likely to be installed by the end of this fiscal. On the telecom front, the company
is expected to increase its optical fiber capacity from 12 mn fkms to 20 mn fkms.

Revised Estimates

Looking at the performance in HIFY12, we have revised our estimates downwards for FY12 and FY13. Net sales are
reworked to Rs. 2871 Crs. and Rs. 3423 Crs from the earlier Rs. 3576 Crs and Rs. 4352 Crs for FY 12 and FY 13 respectively.
The company is unlikely to meet its the earlier mentioned guidance of Rs. 400 Crs of EBIDTA for the current fiscal. We bring
down our EBIDTA estimates to Rs. 284 Crs. and Rs. 372 Crs (OPM of 9.91% and 10.87%) from the earlier Rs. 360 Crs. and
Rs. 446 Crs. for FY12 and FY13 respectively. Interest cost is expected to remain high at Rs. 80Crs. for this fiscal bringing
down the PAT levels to Rs. 107 Crs. and Rs. 176 Crs. (PATM of 3.74% and 5.15%) for FY12 and FY 13 respectively. With
this the respective EPS works out to Rs. 2.74 and Rs. 4.49.

Valuation

Strong business model of the company and industry demand picking up gives a promising outlook for the stock from a
longer term perspective. We believe the worst seems to be over on the fundamental front, however, the company faces
near term hurdles in the form of higher cost of fuel, higher interest cost (on account of not being able to manage their
working capital requirements) and issues related to plant stability. At Rs. 39, the stock is trading at 9x FY13E EPS of Rs.
4.49 against a five year average P/E of 15x. So we revise our target downwards to Rs. 67 for FY13E which is a 73%
upside from current levels.

Income Statement (Rs in Crs.)

Q2FY12 Q2FY11 yoy Change (%)
Net Sales 707.28 509.44 38.8%
Other Income 3.15 3.27 -3.7%
Total Income 710.43 512.71 38.6%
Total Expenditure 656.88 418.88 56.8%
EBITDA 53.55 93.83 -42.9%
EBITDAM(%) 7.6% 18.4% -58.9%
Less: Interest Paid 20.75 9.22 125.1%
Less: Depreciation 15.6 13.34 16.9%
Profit Before Tax 17.2 71.27 -75.9%
Less: Tax 4.54 13.72 -66.9%
Net Profit After Tax 12.66 57.55 -78.0%
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FY09 FY10 FY11 FYI2E FY13E
Net Sales 2289 2432 2262 2871 3423
% Growth 35.80% 6.22% -6.96% 26.91% 22.00%
Other Income 7 23 15 17 17
Total Income 2296 2455 2277 2888 3440
Total Expenditure 2055 2051 1997 2604 3068
Exp/Net Sales 89.77% 84.34% 88.25% 90.69% 89.63%
EBITDA 241 404 281 284 372
EBITDAM (%) 10.52% 16.60% 12.41% 9.91% 10.87%
Less: Depreciation & Impairment 43 48 56 62 70
EBIT 198 355 225 223 302
EBITM (%) 8.66% 14.61% 9.93% 7.76% 8.83%
Less: Interest & Financial Charges 91 38 45 80 67
PBT 108 317 180 143 235
Effective Tax Rate (%) 17.89% 22.50% 21.15% 25.00% 25.00%
Tax 19 71 38 36 59
PAT 89 246 142 107 176
PATM (%) 3.87% 10.11% 6.26% 3.74% 5.15%
EPS 2.49 6.92 3.97 2.74 4.49

Balance Sheet (Rs in Crs)

FY09 FY10 FYll FYI2E FY13E
Share Capital 36 71 71 78 78
Reserve & Surplus 583 813 938 1081 1252
Shareholder's Funds 624 915 1010 1186 1357
Total Loan Funds 497 358 767 757 747
Deferred Tax Laibility (NET) 56 60 66 102 80
Sources of Funds 1179 1336 1844 2046 2185
Gross Block 976 1095 1611 1851 1951
Less: Depreciation & Impairment 431 468 524 586 656
Net Block 545 626 1087 1265 1295
Investments 93 107 112 125 150
Current Assets, Loans & Advs 928 1139 1434 1614 1881
Less: Current Liabilities 501 624 796 962 1145
Net Current Assets 427 515 638 652 736
Application of Funds 1179 1336 1844 2046 2185
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Particulars (Rs in Crs) FY09 FY10 FY11 FY12E FY13E
Operating Ratios (Days)
Inventory Turnover 30 26 36 32 30
Debtors Turnover 85 88 121 115 104
Creditors Turnover 87 118 153 150 152

Per Share Data (Rs.)

EPS 2.49 6.92 3.97 2.74 4.49
Dividend 0.25 0.50 0.50 0.70 0.70
Book Value 18 26 28 30 35

Valuation Ratio (x)

P/E 15.67 5.64 9.82 14.23 8.68
P/BV 222 1.51 1.38 1.29 1.13
EV/Sales 0.79 0.63 0.87 0.72 0.56
EV/EBITDA 7.49 3.80 7.04 7.32 5.19
Returns (%)

RoE 14.19% 26.86% 14.02% 9.06% 12.98%
RoCE 16.82% 26.59% 12.18% 10.89% 13.82%
Dividend Payout 10.04% 7.23% 12.59% 25.54% 15.58%
Market Cap 1387 1386 1390 1529 1529
Debt 497 358 767 757 747
Cash 80 208 181 205 345
EV 1803 1536 1976 2081 1931
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TEAM

Rohit Chothani Chairman rohit@padmakshi.com

Chetan Thakkar Managing Director chetan @padmakshi.com

Sailav Kaji Director Institutional Equities & Chief Strategist Sailavk @padmakshi.com

Amal Tanna Director Institutional Sales amal.tanna@padmakshi.com
RESEARCH

Anand Kuchelan Vice President - Research anandk @padmakshi.com

Kusal Kansara, CMT Chief Technical Analyst kusal.kansara@padmakshi.com

Deepal Jain Research Analyst deepal.jain @padmakshi.com

Punita Thakker Research Analyst punita.thakker @padmakshi.com

DEALING

Hemali Thakker Senior Dealer hemali @padmakshi.com
Jaiprakash Purohit Senior Dealer jaiprakash @padmakshi.com
Vijay Purohit Senior Dealer vijay.purohit @padmakshi.com
Darshana Siddhapura Dealer darshana@padmakshi.com
DISCLAIMER

This report is not for public distribution and is only for private circulation and use. The Report should not be reproduced or redistributed to any
other person or person(s) in any form. No action is solicited on the basis of the contents of this report. This material is for the general information
of the authorized recipient, and we are not soliciting any action based upon it. This report is not to be considered as an offer to sell or the solicitation
of an offer to buy any stock or derivative in any jurisdiction where such an offer or solicitation would be illegal. It is for the general information of
clients of Padmakshi. It does not constitute a personal recommendation or take into account the particular investment objectives, financial
situations, or needs of individual clients. You are advised to independently evaluate the investments and strategies discussed herein and also seek the
advice of your financial adviser.

Past performance is not a guide for future performance. The value of, and income from investments may vary because of changes in the macro and
micro economic conditions. Past performance is not necessarily a guide to future performance. This report is based upon information that we
consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as such. Any opinions expressed herein
reflect judgments at this date and are subject to change without notice. Padmakshi and any/all of its group companies or directors or employees
reserves its right to suspend the publication of this Report and are not under any obligation to tell you when opinions or information in this report
change. In addition, Padmakshi has no obligation to continue to publish reports on all the stocks currently under its coverage or to notify you in the
event it terminates its coverage. Neither Padmakshi nor any of its affiliates, associates, directors or employees shall in any way be responsible for
any loss or damage that may arise to any person from any error in the information contained in this report.

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject stock
and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.
No part of this material may be duplicated in any form and/or redistributed without Padmakshi prior written consent.

The information given herein should be treated as only factor, while making investment decision. The report does not provide individually tailor-
made investment advice. Padmakshi recommends that investors independently evaluate particular investments and strategies, and encourages
investors to seek the advice of a financial adviser.

Padmakshi shall not be responsible for any transaction conducted based on the information given in this report, which is in violation of rules and
regulations
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