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Stocks  In & Out 

Stocks  In  
 
•Motilal Oswal  
• India Infoline 
•Mangalam Cements 
•Zydus Wellness 
•ENIL 
•M&M Financial 
•Ajanta Pharma 
•Claris Life 
•GSFC 
•JK Cements 
•LVB 
•LIC Housing Finance 
•BGR Energy  
•Simplex Infrastructure  
•Voltas  
•Blue Star  
 

Stocks  Out 
 
•Alembic Ltd  
•Bliss GVS Pharma  
•Glenmark Pharma 
•Mangalam Cemnts 
•ENIL 
•Ajanta Pharma 
•Ambika Cotton 
•GSFC 
•LVB 
 
 

 

Stocks  Traded during the period 
 
•M&M  
•Titan Inds  
•IndusInd Bank 
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Kirloskar Oil Engine- Company Profile                                                                      Mkt Cap- Rs 23,145mn 
 

Company Profile: Kirloskar Oil Engine (KOEL), incorporated in 1946, is a prominent OEM in the 

domestic auxiliary power genset market with strong market share and distribution network. Apart 

from power gensets, KOEL also manufacture engines for off-highway vehicles (such as construction & 

mining equipment, tractors etc) and diesel pumpsets. Revenue mix: Auxiliary power gensets (40% of 

revenues); agri equipment (16% of revenues); industrial engines (18% of revenues); large engines (7% 

of revenues) and after market sales (20% of revenues). 

Insider Activity: On 25th Jan 2012, the company had announced buyback of equity shares for an 

amount not exceeding Rs 736.3mn at a maximum price of Rs 170/-. The company has closed buyback 

on 24th Jan 2013, after buying back 1,015,424 equity shares at an average price of Rs 154.3/share. 

Post implementing the buy back scheme, the outstanding shares reduced from 145.6mn (in Mar’12) 

to 144.6mn shares (in Mar’13).  

The promoter group has also been actively buying the shares from Mar’13 onwards in the price range 

of Rs 172- Rs 196/share. Consequent to both the actions, the promoter and promoter group’s stake in 

the company has increased from 66.89% (Mar’12) to 69% (June’13).  
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Kirloskar Oil Engine- Investment Rationale and Outlook 
 

Key factors in favor of Kirloskar Oil 

•Persistent power shortages in various parts of the country (specifically in areas like Andhra 

Pradesh, Tamil Nadu, parts of North India) have boosted the demand for auxiliary power gensets. 

•Delay in clearances for new power projects as well as implementation of projects owing to 

stretched financial condition of various power producers would act as driver for power gensets in 

near term. 

•Good monsoons also translate to strong demand for agri equipment division. 

•New CPCB emission norms which are expected to be implemented from FY2014 end onwards 

are expected to aid Kirloskar Oil Engine in a better way compared to Cummins India or Greaves 

Cotton, as Kirloskar Oil Engine is largely present in lower ranges where other unorganized players 

might not have a strong technology platform. 
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Kirloskar Oil Engine- Estimates 
 

We take comfort from strong balance sheet & cash reserves and attractive valuations: 

•As on Mar’13, KOEL had Rs 4.3bn cash & liquid investments (18% of current market cap). Despite 

high cash levels on books, the business has maintained strong return on equity of 20%. 

•Current valuations remain attractive at 9.2x FY14E earnings and 7.5x FY15E earnings. 

 

Rs in mn FY12 FY13 FY14E FY15E 

Sales 23,260 23,570 26,266 29,209 

YoY growth (%) -1.56% 1.33% 11.44% 11.20% 

EBITDA 3,044 3,460 4,060 4,819 

PAT 1,918 1,988 2,501 3,079 

EPS (before extraordinaire) 9.89 15.08 17.31 21.30 

YoY growth (%) -18.80% 52.41% 14.78% 23.08% 

P/E 16.17 10.61 9.24 7.51 

P/BV 2.26 2.00 1.74 1.52 

ROE (%) 14.99% 19.93% 20.15% 21.63% 

EV/EBIDTA 6.48 5.69 4.47 3.38 

Note: Share price considered is Rs 160 5 
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Agro Tech Foods- Company Profile                                                                           Mkt Cap- Rs 12,528mn 

Company Profile: Agro Tech Foods Ltd (Agro Tech) was incorporated in 1986 as ITC Agrotech Ltd. Agro 

Tech acquired ITC’s edible oil brands in 1995. In 1997, CAG Tech (Mauritius), a joint venture between 

ConAgra Foods and Tiger Brands, South Africa, acquired a 51.3 per cent stake in ITC Agro- Tech, which 

was renamed as Agro Tech Foods Limited (ATFL) in July 2000. 

Agro Tech is present in branded foods and bulk and processed commodities. Its flagship brand in the 

food segment is Sundrop oil (84% of revenue), with nine variants. Agro Tech also markets refined oil 

consumer packs Crystal. Other products include Act II popcorn (13% of revenue), Sundrop peanut 

butter (2% of revenue), Sundrop snack break, Sundrop 10 min Yummeals. 

Insider Activity: On 7th Dec 2011, CAG Tech bought 893,465 shares (3.67% of Outstanding shares) 

which increased the promoter shareholding from 48.1% to 51.77%. 

On 24th April 2013, the Board of Directors (BoD) of the company had approved buyback of equity 

shares through tender offer method of approximately 1,000,000 shares at a price of Rs 520/ share.  

However, post announcement of the buyback, the shares of the company has continually traded 

above the buyback price and hence BoD has decided not to initiate further steps with respect to offer 

of buyback. 
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Agro Tech Foods- Investment Rationale and Outlook 

Key factors in favor of Agro Tech Foods 

•Changing consumption trend in edible oil industry where Indian consumer is shifting from 

traditional usage of vanaspati, palm oil in cooking to relatively healthier edible oils  such as rice 

bran oil, sunflower oil. 

•Improving health consciousness coupled with rising income levels is expected to drive the 

consumption trends towards “better” edible oils. These trends provide key support to premium 

brands such as Sundrop (Agro Tech’s brand) and Saffola (Marico’s brand). 

•Contribution of food business for Agro Tech increased from 7% of revenues to 16% over the past 

five years through strong growth experienced in Act II (popcorn), Sundrop peanut butter, snack 

break and Yummeal . 

•Changing food habits are also giving boost to Ready to Eat category. Introduction of new 

products in Ready To Eat (RTE) category from Ralcorp (recent acquisition by Conagra, Agro Tech’s 

parent) should improve the product mix and thus the profitability for Agro Tech. 

•Ready to Cook category expected to see good support once the (food) take-away prices reach an 

inflexion point of Rs 100/-. 
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Agro Tech Foods- Estimates 

We take comfort from strong parentage, brand portfolio & adequate return metrics: 

•Despite strong capex commitment in the past couple of years, the business has maintained 

adequate RoE of 19% which is expected to improve further in future on lower incremental capex 

and commissioning of new facilities. 

•Current valuations of 26x FY14E earnings and 20x FY15E earnings reflect strong parentage, brand 

positioning and growth prospects. 

 
 

Rs in mn FY12 FY13 FY14E FY15E 

Sales 7,070 7,918 8,657 10,044 

YoY growth (%) -5% 12% 9% 16% 

EBITDA 564 673 808 1,037 

PAT 361 416 479 623 

EPS 14.83 17.09 19.63 25.54 

YoY growth (%) 14% 15% 15% 30% 

P/E 34.80 30.20 26.28 20.20 

P/BV 6.03 5.14 4.39 3.70 

ROE (%) 18.72 18.37 18.01 19.88 

EV/EBIDTA 21.56 18.55 15.10 11.41 

Note: Share price considered is Rs 516 
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GE Shipping- Company Profile                                                                                   Mkt Cap- Rs 37,365mn 

Company Profile: GE Shipping is the largest diversified private shipping company which operates in 

two main segments- shipping and off-shore with a consolidated fleet of 31 ships and 24 offshore 

vessels. Of the 31 shipping vessels, 22 are in tanker category of which 12 are product tankers. The 

shipping business is involved in transportation of crude oil, petroleum products, gas and dry bulk 

commodities. The offshore business provides services to the oil companies in carrying out offshore 

exploration and production activities, through its wholly owned subsidiary Greatship (India) Limited 

(GIL).  

Cargo Ships are categorised based on cargo they are carrying viz: dry bulk vessels (for cargo such as 

coal, grain, ore etc); tankers (for liquid cargo, petroleum products) and container vessels (for 

containerised cargo such as garments, electronics, project cargo). 

NAV and discount to CMP: The company on a quarterly basis announces Net Asset Value of the firm 

which is calculated by replacing the book value of fixed assets with market value. The consolidated 

NAV as on Jun’13 is Rs 494/share Vs. CMP of Rs 245/share (50% discount to NAV). 

Corporate Buy-back: The board has approved buy-back of GE Shipping shares upto the extent of Rs 

2.8bn at a price not exceeding Rs 279/ share. 

 

9 



Performance     |    Accountability      |   Teamwork 20th August,2013 

GE Shipping- Investment Rationale and outlook 

•Impacted by weak global commodity prices, Baltic dry bulk index continues to languish. Despite 

recovering 30% on YTD’13 , the Baltic index has lost 28% over last two years. 

•The tanker market also remained weak with Dirty tanker index losing 9% and clean tanker losing 

-17% on YTD’13. 

•Despite weakness in global shipping business, GE Shipping could support flat topline due to 

diverse fleet profile and presence in off-shore segment. Decline in shipping division’s profits 

were also ably offset by offshore segment. 

•Off-shore business typically has better revenue visibility, lower volatility in profitability. Hence, 

increasing revenue contribution from off-shore segment has reduced the impact of shipping 

slowdown on financial performance of GE Shipping. 

•GE Shipping management preempted the slowdown in shipping business and reduced the fleet 

size from 46 in FY2007 to 31 currently with the vessels being sold at a profit. This strategy 

indicates the ability of the management and their strong understanding of inherently tough 

business. 
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GE Shipping- Valuation 
Though current valuations  have been impacted by weak outlook for shipping business: 

•We remain comfortable due to low leverage (FY13 D:E is 0.26x) on the balance sheet;  

•increasingly higher contribution from low volatile and higher margin offshore business; and 

•larger presence in tanker market where the fleet growth rates have been lower compared to 

dry bulk market. 

•In addition, the current market value indicates significant discount to asset value of the firm. 

The stock quotes at 50% discount to its NAV and currently trades at 0.56x P/BV FY2014E. 

 

Rs in mn  FY12 FY13 FY14E FY15E 

Sales 29,555 30,067 29,460 31,131 

YoY growth (%) 20.50% 1.73% -2.02% 5.67% 

EBITDA 10,795 11,595 12,373 13,075 

PAT 3,166 5,377 4,902 4,796 

EPS 20.8 35.3 32.2 31.5 

YoY growth (%) -32.50% 69.71% -8.78% -2.17% 

P/E 11.8 6.9 7.6 7.8 

P/BV 0.62 0.59 0.55 0.53 

ROE (%) 5.30% 8.50% 7.30% 6.80% 

EV/EBIDTA 6.7 6.4 5.6 4.5 

Note: Share price considered is Rs 245 
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Greaves Cotton- Company Profile                                                                             Mkt Cap- Rs 14,591mn 

Company Profile: Greaves Cotton is a dominant light range diesel engine manufacturer which also 

manufactures and markets gensets, agri equipment, pumpsets, farming equipment, concrete 

equipment and construction equipment. Diesel/ petrol engines are sold to automotive and industrial 

equipment OEMs. The revenue mix is- Engines for Auto OEMs (~62% including 55% to 3-wheeler 

OEMs and 7% to 4-wheeler OEM), Agri equip (15%), genset (15%), construction equip (8.5%).  

Greaves Cotton has entered into long term contracts with 3-wheeler OEMs such as Piaggio (8 year 

contract signed in 2008), Mahindra & Mahindra (5 year contract signed in 2011), Atul Auto (7 year 

contract signed in 2012) to be the sole supplier of diesel engines for 3-wheelers manufactured by the 

indicated OEMs. Greaves has also entered into long term contract with TATA Motors (10 year contract 

signed in 2008) to the sole supplier of diesel engines for TATA Ace Zip and TATA Magic Iris. Greaves 

Cotton thus enjoys strong market positioning in the last mile transport space with 85% market share 

in diesel 3-wheeler market (which is 55% of total domestic 3-wheeler market). 

Quality Business available at attractive valuations: Greaves Cotton enjoys strong market positioning 

in the last mile transport space with 85% market share in diesel 3-wheeler market (which is 55% of 

total domestic 3-wheeler market).  
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Greaves Cotton- Investment Rationale and outlook 
 

•Current slowdown in domestic economy has impacted the demand for 3-wheeler vehicles 

(which fell by -3% YoY in FY13 and remaining flat in FY12), thus resulting in muted growth for 

Greaves despite addition of new customers in FY13. 

•Weakness in domestic infrastructure activity has also impacted the construction equipment 

division performance. 

•However, the market positioning for Greaves Cotton continues to remain strong with high 

market share and long term contracts in place with various prominent auto OEMs. 

•The company has tied-up with a Korean player and launched technically upgraded products in 

concrete equipment division (part of construction equipment division) which were received 

positively in the market. 

•Apart from these, Greaves has also forayed into mini-tractor market with launch of 11-12hp 

“Ustad”. 

•Continuous focus on launching new products as well as adding customers has enabled Greaves 

Cotton to maintain market leadership. 
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Greaves Cotton- Valuation 
Though current valuations impacted by weak outlook for auto and industrial division: 

•Greaves Cotton enjoys a near monopoly in single cylinder diesel engine market with none of 

the competitors having sufficient scale to compete with Greaves. 

•In addition, long term contracts with auto OEMs ensuring strong market share and revenue 

visibility provide us comfort. 

•Greaves Cotton also enjoys strong balance sheet with zero debt and strong return metrics 

•The current market value indicates attractive valuations of 8.6x FY14E earnings and 7.4x FY15E 

earnings. 

 
Rs in mn  FY12 FY13 FY14E FY15E 

Sales 18,732 19,221 20,770 22,888 

YoY growth (%) 8.58% 2.61% 8.06% 10.20% 

EBITDA 3,003 2,565 2,948 3,409 

PAT 1,454 1,480 1,708 1,978 

EPS 5.38 6.20 6.99 8.10 

YoY growth (%) -21.95% 15.21% 12.78% 15.83% 

P/E 11.15 9.67 8.58 7.41 

P/BV 2.32 2.06 1.72 1.47 

ROE (%) 25.60% 22.20% 21.55% 21.40% 

EV/EBIDTA 4.75 5.34 4.48 3.57 

Note: Share price considered is Rs 60 
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This is neither an offer to sell nor a solicitation of any offer to buy any securities in any fund managed by us. Any offering is made only 
pursuant to the relevant information memorandum, together with the current financial statements of the relevant fund, if available, and 
the relevant subscription application, all of which must be read in their entirely. No offer to purchase securities will be made or accepted 
prior to receipt by the offeree of these documents and the completion of the appropriate documentation.  
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