I EVALUATE
RESEARCH o by 3010

www.evaluateresearch.com R aJ es h Expo Its ( RJ EX_ | N)

Target Price Rs. 900.00 Earnings Update Report
Current Price Rs. 598.00 Consumer Discretionary: Gold Jewelry Manufacturer
Upside Potential 50%

Q3FY2019 [ended December] Earnings Update
Rs. 176,802 mn

Market Cap. US$ 2.47 bn 4.7% EPS G . : 7 P
7% rowth; Margin Expansion Continues
Shares Outstanding 295.3 mn Rajesh Exports reported results for the third quarter ended December
Free Float (FF %) 71.9 mn/24.4% 2018 which were slightly below our estimates. Revenue for the quarter
52 Week Range (Rs) 542.65/845.00 came in at Rs.440.1 bn, increasing by 6.5% on a YoY basis. Similarly, EPS
Avg. Daily Value %Ss';g%zﬁmﬁn grew by 4.7% to Rs.10.70 in 3Q2019 from Rs.10.21 in the corresponding
SENSEX Index Level 36,314 period last year. Gross profit margin for the period was 1.28% vs. 1.26%
Insider Holding % 75.6% during the corresponding quarter last year. By focusing on improving the
sales of higher margin products, the company continues to expand its
gross profit margin which has increased from 0.85% in FY03/2017 to
1.21% in FY03/2018. For the first 9 months of FY03/2019, the GPM
P/E 11.0x (FY03/2020E) stood at 1.27%. During our conversations with management, they
mentioned to us that the company is seeing strong demand for its

RO7 35 r-225 B4t 4 higher margin value-added products. With such strong demand and
4, 108 pmIST - D additional refining capacity being added at Bangalore later this year, we
expect the GPM to increase further in the coming years.

In January 2019, Rajesh Exports secured a new export order worth

SESIINR e 201 Rs.9.3 bn from the Middle East. The order is expected to be executed by
the month of March 2019. The company mentioned that the order has its
special significance for the acceptance of the new range of jewelry
introduced by the company in the global markets. The company expects
to receive further significant orders for this range of jewelry from
international markets.

Bangalore Refinery to Start in 6 months

During our conversation with management, they mentioned to us that
the company is currently in the final stages of setting up its gold refining
facility in Bangalore and that the facility should be operational in the next
6 months. The products developed at this facility will be used for the
company’s export business as well as for its domestic business in India.
The refinery will help the company to further integrate its refining,
manufacturing and export & retail operations. At the end of the third
quarter, the company’s order book stood at Rs.421.5 bn. The company
continues to operate 81 retail jewelry stores in Karnataka under its
brand name SHUBH. The company currently is the largest gold refiner in
the world, refining over 35% of the world’s gold at its facilities located in
Client Servicing: India and Switzerland. It has a capacity to refine 2,400 tons of gold per
Pooja Burgul annum.

pooja@evaluateresearch.com
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Import Duty Reduction Can Trigger Higher Demand

Value of India’s gold imports declined by 24.3% to US$2.56 bn in
December 2018 as against US$3.39 bn in the same month of 2017, while in
terms of tonnage it declined 13% in 2018 to 762 tons from 876 tons the
previous year. Similarly India’s gems and jewelry exports contracted by
6.8% to US$20.7 bn in April-November this fiscal, mainly on account of
demand slowdown in major developed markets. According to the Gems and
Jewellery Export Promotion Council [GJEPC] data, exports stood at
US$22.2 bn in April-November period of 2017-18.

The gems and jewelry sector, which is still reeling under the impacts of
demonetization and GST implementation, has sought a reduction in gold
import duty to 4% [10% currently]. Any progress towards the reduction of
import duty on gold due to improvement in the current account deficit of
India would be beneficial for jewelry manufacturers and gold refiners.

Maintain PT; 50% Upside

We forecast revenue of Rs.2,100 bn and earnings EPS of Rs.54.90 per share
for FY03/2020. We maintain our one-year price target of Rs.900 per share
on the stock. Our price target represents an upside of approximately 50%
from the current levels. Our 12- month price target on the stock is based on
P/E and backed by DCF methodology.

Our DCF-based price is Rs.990 which assumes 13% WACC and 3%
terminal growth rate. Our price target implies a P/E multiple of 16.4x on our
FY03/2020 EPS estimate of Rs.54.90. We continue to remain positive on
the margin growth story based on the company’s strong execution seen over
the last 2 years. The company operates at extremely thin operating margins
and even a small increase in margins can be highly accretive to the EPS.
Currently, the stock is trading at a P/E multiple of just 11.0x on our
FY03/2020 EPS estimate which is at a significant discount to its 5-year
average P/E of 15.9x.
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Revenue 504,082 521,305 413,048 438,419 439,268 533,758 440,172 504,182 527,122 565,784 467,903 537,533
vy -12.9% 2.4% 6.6% 15.0% 20.0% 6.0% 6.3% 6.6%
q/q 3.4% -20.8% 6.1% 0.2% 21.5% -17.5% 14.5% 4.5% 7.3% -17.3% 14.9%
Cost of Revenue -498,995 515,407 -407,862 -431,909 -432,537 528,114 -434,535 -497,274 -519,900 -558,032 -461,493 -530,169
Gross Profit 5,087.3 5,898.5 5,186.1 6,509.3 6,731.0 5,643.7 5,636.6 6,907.3 7,221.6 7,751.2 6,410.3 7,364.2
Gross margin (%) 1.01% 1.13% 1.26% 1.48% 1.53% 1.06% 1.28% 1.37% 1.37% 1.37% 1.37% 1.37%
Other Operating Revenue 233 30 41 315 214 152 88 101 153 164 135 156
as a % of sales 0.05% 0.01% 0.01% 0.07% 0.05% 0.03% 0.02% 0.02% 0.03% 0.03% 0.03% 0.03%
Selling, General & Admin
Expense -1,026.5 -1,004.3 -1,067.9 -1,419.4 -1,349.3 -1,271.5 -1,319.0 -1,220.3 -1,418.6 -1,522.6 -1,259.2 -1,446.6
as a % of sales 0.2% 0.2% 0.3% 0.3% 0.3% 0.2% 0.3% 0.2% 0.3% 0.3% 0.3% 0.3%
Other Operating expenses 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
as a % of sales 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Operating Income 4,294.2 4,924.6 4,159.0 5,405.4 5,595.6 4,524.2 4,405.9 5,788.0 5,955.5 6,392.4 5,286.5 6,073.2
yly 30.3% -8.1% 5.9% 7.1% 6.4% 41.3% 20.0% 4.9%
q/q 14.7% -15.5% 30.0% 3.5% -19.1% -2.6% 31.4% 2.9% 7.3% -17.3% 14.9%
Operating margin (%) 0.85% 0.94% 1.01% 1.23% 1.27% 0.85% 1.00% 1.15% 1.1% 1.1% 1.1% 1.1%
Interest Expense -1,145.7 -1,826.2 -867.2 -1,527.7 -1,471.6 -1,062.6 -1,128.9 -1,568.2 -1,568.2 -1,568.2 -1,568.2 -1,568.2
Interest income 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Pretax Income (reported) 3,149 3,098 3,292 3,878 4124 3,462 3,277 4,220 4,387 4,824 3,718 4,505
vy 31.0% 11.7% -0.5% 8.8% 6.4% 39.4% 13.5% 6.8%
Pretax Income (adjusted) 3,149 3,098 3,292 3,878 4,124 3,462 3,277 4,220 4,387 4,824 3,718 4,505
yy -75.8% -1.6% 6.2% 17.8% 31.0% 11.7% -0.5% 8.8% 6.4% 39.4% 13.5% 6.8%
- Income Tax Expense -180.0 -117.0 -276.6 -185.0 -132.5 -313.0 -117.2 -400.9 -307.1 -337.7 -260.3 -315.3
effective tax rate (%) 5.7% 3.8% 8.4% 4.8% 3.2% 9.0% 3.6% 9.5% 7.0% 7.0% 7.0% 7.0%
- Minority Interests 0 0 0 0 0 0 0 0 0 0 0 0
Income Before XO Items 2,969 2,981 3,015 3,693 3,992 3,149 3,160 3,819 4,080 4,486 3,458 4,190
vy 34.5% 5.6% 4.8% 3.4% 2.2% 42.5% 9.4% 9.7%
- Extraordinary Loss Net of
Tax 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Income (reported) 2,969 2,981 3,015 3,693 3,992 3,149 3,160 3,819 4,080 4,486 3,458 4,190
yy 34.5% 5.6% 4.8% 3.4% 2.2% 42.5% 9.4% 9.7%
Exceptional (L)G 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Net Income (adjusted) 2,968.6 2,981.4 3,015.2 3,692.7 3,991.6 3,148.6 3,159.7 3,818.9 4,080.2 4,486.4 3,458.0 4,189.6
vy 34.5% 5.6% 4.8% 3.4% 2.2% 42.5% 9.4% 9.7%
q/q 0.4% 1.1% 22.5% 8.1% -21.1% 0.4% 20.9% 6.8% 10.0% -22.9% 21.2%
Basic EPS (reported) 10.05 10.10 10.21 1251 13.52 10.66 10.70 12.93 13.82 15.20 11.71 14.19
Basic EPS (adjusted) 10.05 10.10 10.21 12.51 13.52 10.66 10.70 12.93 13.82 15.20 11.71 14.19
Basic Weighted Avg Shares 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25
Diluted EPS (reported) 10.05 10.10 10.21 12.51 13.52 10.66 10.70 12.93 13.82 15.20 1.7 14.19
vy -76.2% 0.4% 1.1% 22.5% 34.5% 5.6% 4.8% 3.4% 2.2% 42.5% 9.4% 9.7%
Diluted EPS (adjusted) 10.05 10.10 10.21 12.51 13.52 10.66 10.70 12.93 13.82 15.20 11.71 14.19
7% 34.5% 5.6% 4.8% 3.4% 2.2% 42.5% 9.4% 9.7%
q/q 0.4% 1.1% 22.5% 8.1% -21.1% 0.4% 20.9% 6.8% 10.0% -22.9% 21.2%
Diluted Weighted Avg Shares 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25 295.25
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Income Statement (INR million)
Revenue

vy

9q

Cost of Revenue

Gross Profit

Gross margin (%)

Other Operating Revenue

as a % of sales

Selling, General & Admin Expense
as a % of sales

Other Operating expenses

as a % of sales

Operating Income

vy

9

Operating margin (%)

Interest Expense

Interest income

Equity in (losses)income of affiliates
Other recurring (expenses)/income

Amortization of intangibles
Goodwill impairment

Other non recurring (expenses) income

Pretax Income (reported)
y
Pretax Income (adjusted)
vy

- Income Tax Expense
effective tax rate (%)

- Minority Interests
Income Before XO Items
vy

- Extraordinary Loss Net of Tax
Net Income (reported)
vy
Exceptional (L)G
Net Income (adjusted)
vy
9/q
Basic EPS (reported)
Basic EPS (adjusted)

Basic Weighted Avg Shares

Diluted EPS (reported)

Wy

Diluted EPS (adjusted)

vy

9/

Diluted Weighted Avg Shares

FY03/2014
285,141
-6.3%

-280,732
4,409.0
1.5%
6,645
2.3%
-2,436.1
0.9%
-1,1311
0.4%
7,486.4
-1.2%

2.6%
-3,634.7
186.8

295.25

12.11
-21.0%
12.11
-21.0%

295.25

FY03/2015
504,629
77.0%

-489,782
14,847.3
2.9%

1

0.0%
-2,805.0
0.6%
0.0
0.0%
12,043.3
60.9%

2.4%
-4,782.7

295.25

2219
83.2%
2219
83.2%

295.25

FY03/2016
1,652,114
227.4%

-1,631,510
20,604.1
1.2%

90
0.01%
-3,796.0
0.2%
0.0
0.0%
16,898.2
40.3%

1.0%
-5,776.7
0.0

0.0

0.0

0.0

0.0

0.0
11,122
53.2%
11,122
53.2%
-431.2
3.9%

0
10,690
63.2%
0.0
10,690
63.2%
0.00
10,690.3
63.2%

36.21
36.21

295.25

36.21
63.2%
36.21
63.2%

295.25

FY03/2017
2,421,320
46.6%

-2,400,793
20,526.9
0.85%

471
0.02%

295.25

42.20
16.5%
42.20
16.5%

295.25

FY03/2018
1,876,855
-22.5%

-1,854,173
22,681.2
1.21%
620
0.03%
-4,518.0
0.2%
0.0
0.0%
18,783.2
8.4%

295.25

42.87
1.6%
42.87
1.6%

295.25

FY03/2019E
1,917,380
2.2%

1,892,461
24,919
1.30%
555
0.03%
(5,160)
0.3%
0.0
0.0%
20,313.6
8.1%

295.25

47.82
11.5%
47.82
11.5%

295.25

FY03/2020E
2,098,341
9.4%

-2,069,594
28,747.3
1.37%
607
0.03%
-5,647.0
0.3%
0.0

0.0%
23,707.6
16.7%

295.25

54.92
14.8%
54.92
14.8%

295.25

FY03/2021E
2,266,676
8.0%

-2,235,001
31,674.5
1.40%
656
0.03%
-6,161.0
0.3%
0.0

0.0%
26,169.5
10.4%

295.25

63.80
16.2%
63.80
16.2%

295.25

Evaluateresearch.com

FY03/2022E
2,421,239
6.8%

-2,386,728
34,5111
1.43%
701
0.03%
-6,581.1
0.3%
0.0

0.0%
28,630.7
9.4%

295.25

71.56
12.2%
71.55
12.1%

295.25

CAGR (2018-22)
6.6%

1.1%

14.1%

14.1%

13.7%

13.7%

13.7%

13.7%

13.7%



EBITDA 7,651 12,666 17,686 17,983 19,697 21,304 24,780 27,295 29,813
Dividends per Share 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00 1.00
Dividend payout ratio 8.3% 4.5% 2.8% 2.4% 2.3% 2.1% 1.8% 1.6% 1.4%
Dep & Amor. 164 622 788 650 914 990 1,072 1,126 1,182
as a % of sales 0.1% 0.1% 0.05% 0.03% 0.05% 0.05% 0.05% 0.05% 0.05%
BalanceSheet (NRmillon)  FYO32014  FYO32015  FYO3R016  FYO32017 FYO32018  FYOSR019E  FYOS0NE PV FYO3202E
Assets
+ Cash & Near Cash Items 72,142 117,345 123,755 148,402 144,696 161,196 177,195 195,478 215,723
+ Short-Term Investments - - - - - - - - -
+ Accounts & Notes Receivable 24,152 29,898 48,896 50,199 39,926 46,035 50,380 54,422 58,133
+ Inventories 5713 5,675 9,926 11,628 17,220 14,722 16,099 17,386 18,566
+ Other Current Assets 8,129 4,222 4,336 8,606 9,762 9,762 9,762 9,762 9,762
Total Current Assets 110,135 157,140 186,913 218,834 211,603 231,715 253,436 277,048 302,184
+Long-Term Investments 503 1,018 9,003 9,191 10,198 10,198 10,198 10,198 10,198
+ Gross Fixed Assets 1,673 3,618 8,774 9,127 9,886 10,661 11,510 12,426 13,405
- Accumulated Depreciation -354 -976 -1,765 -2,415 -3,329 -4,319 -5,391 -6,517 -7,699
+ Net Fixed Assets 1,319 2,641 7,009 6,712 6,557 6,342 6,119 5,909 5,706
+ Other Long-Term Assets 423 8 8 424 605 605 605 605 605
+ Goodwill & other Intangible Assets - - 6,479 6,156 6,387 6,387 6,387 6,387 6,387
Total Long-Term Assets 2,245.8 3,667.3 22,4991 22,483.5 23,7484 23,533.3 23,309.6 23,100.3 22,897.2
Total Assets 112,381.2 160,807.2 209,412.5 241,317.6 235,351 255,248.2 276,745.5 300,147.8 325,081.0

Liabilities & Shareholders' Equity

+ Accounts Payable 52,155 87,388 108,533 121,519 71,699 77,772 83,351 88,212 92,317
+ Short-Term Borrowings 31,176 38,425 45,940 55,522 87,172 87,172 87,172 87,172 87,172
+ Other Short-Term Liabilities 1,539 1,297 2,005 657 1,419 1,419 1,419 1,419 1,419
Total Current Liabilities 84,870.6 127,110.6 156,478.2 177,699.1 160,289.5 166,362.9 171,941.3 176,802.7 180,907.1
+ Long-Term Borrowings 0.0 0.0 0.0 3,497.8 24417 24417 24417 24417 24417
+ Other Long-Term Liabilities 85.7 80.1 5,102.5 3,745.7 3,934.6 3,934.6 3,934.6 3,934.6 3,934.6
Total Liabilities 84,956.3 127,190.7 161,580.7 184,942.6 166,665.9 172,739.3 178,317.7 183,179.1 187,283.5
+ Total Preferred Equity 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ Share Capital & APIC 295 295 295 295 295 295 295 295 295
+ Retained Earnings & Other Equity 27,130 33,321 47,537 56,080 68,390 82,214 98,133 116,673 137,502
Total Shareholders' Equity 27,4249 33,616.5 47,832.2 56,375.0 68,685.4 82,508.9 98,427.8 116,968.7 137,797.5
+ Minority Interest 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total Liabilities & Equity 112,381.2 160,807.2 209,412.9 241,317.6 235,351.3 255,248.2 276,745.5 300,147.8 325,081.0
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+ Net Income 4,037.3 7,258.4 11,080.5 12,459.0 12,657.9 14,118.7 16,214.2 18,836.2 21,124.0
+ Depreciation & Amortization 164.1 622.3 790.0 650.0 914.0 990.4 1,072.2 1,125.8 1,182.1
+ Other Non-Cash Adjustments 3,011.5 783.6 10,339.1 0.0 0.0 0.0 0.0 0.0 0.0
+ Changes in Working Capital -32,235.9 33,189.7 -1,510.6 4,364.8 -45,534 4 2,462.1 -144.3 -467.0 -786.9
Cash From Operating Activities -25,022.9 41,854.0 20,699.0 17,473.8 -31,962.5 17,571.3 17,1421 19,495.0 21,519.3
+ Disposal of Fixed Assets 0.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ Capital Expenditures -1,154.8 -1,575.2 -11,636.6 -242.1 -758.9 -775.3 -848.5 -916.6 -979.1
+ Increase in Investments -100.0 -468.0 -7,802.9 -603.5 -1,188.8 0.0 0.0 0.0 0.0
+ Decrease in Investments 0.0 0.0 0.9 0.0 0.0 0.0 0.0 0.0 0.0
+ Other Investing Activities 1.0 1.0 0.0 322.3 -231.2 0.0 0.0 0.0 0.0
Cash From Investing Activities -1,253.6 -2,042.2 -19,438.6 -523.3 -2,179.0 -775.3 -848.5 -916.6 -979.1
+ Dividends Paid -295.3 -355.4 -355.4 -295.3 -295.3 -295.3 -295.3 -295.3 -295.3
+ Change in Short-Term Borrowings 3,890.0 7,534.6 6,034.3 9,582.5 31,649.6 0.0 0.0 0.0 0.0
+ Increase in Long-Term Borrowing 0.0 -285.9 0.0 3,497.8 -1,056.1 0.0 0.0 0.0 0.0
+ Decrease in Long-term Borrowing 0.0 0.0 1,480.7 0.0 0.0 0.0 0.0 0.0 0.0
+ Increase in Capital Stocks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ Decrease in Capital Stocks 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
+ Other Financing Activities -3,634.8 -4,782.7 -5,776.7 0.0 136.8 0.0 0.0 0.0 0.0
Cash from Financing Activities -40.0 2,110.6 1,382.9 12,785.0 30,435.1 -295.3 -295.3 -295.3 -295.3
Net Changes in Cash -26,316.5 41,922.4 2,643.3 29,735.5 -3,706.4 16,500.7 15,998.4 18,283.2 20,245.0
Opening cash 148,402.0 144,695.5 161,196.2 177,194.6 195,477.8
Closing cash 144,695.5 161,196.2 177,194.6 195,477.8 215,722.8
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Basic EPS (adjusted)
Diluted EPS (adjusted)

10.1
10.1

10.1
10.1

10.2
10.2

125
125

135
135

Gross Margin

Operating Margin

EBITDA Margin

Pre-Tax Margin (adjusted)
Net Income Margin (adjusted)

1.01%
0.85%
0.00%
0.62%
0.59%

1.13%
0.94%
0.00%
0.59%
0.57%

1.26%
1.01%
0.00%
0.80%
0.73%

1.48%
1.23%
0.00%
0.88%
0.84%

1.53%
1.27%
0.00%
0.94%
0.91%

1.06%
0.85%
0.00%
0.65%
0.59%

1.28% 1.37%
1.00% 1.15%
0.00% 0.00%
0.74% 0.84%
0.72% 0.76%

1.37%
1.13%
0.00%
0.83%
0.77%

1.37%
1.13%
0.00%
0.85%
0.79%

1.37%
1.13%
0.00%
0.79%
0.74%

Revenue

Operating Income
Net income adjusted
Diluted EPS adjusted

3.42%

14.68%

0.43%
0.43%

-20.77%
-15.55%
1.13%
1.13%

6.14%
29.97%
2247%
2247%

0.19%
3.52%
8.09%
8.09%

21.51%
-19.15%
-21.12%
-21.12%

-17.53% 14.54%
-2.62% 31.37%
0.35% 20.86%
0.35% 20.86%

4.55%
2.90%
6.84%
6.84%

7.33%
7.33%
9.96%
9.96%

-17.30%
-17.30%
-22.92%
-22.92%

14.88%
14.88%
21.16%
21.16%

Basic EPS (adjusted)

Diluted EPS (adjusted)
Dividend per share (DPS)
Book Value per share (BVPS)

Gross Margin

Operating Margin
EBITDA Margin

Pre-Tax Margin (adjusted)

121 22 36.2 422 429 478 549 638 715
1241 22 36.2 422 429 478 549 638 715
10 10 10 10 10 10 10 10 10
929 1139 140.1 17041 210 25738 3117 3745 445.1
CMargins(%)  FYO32014  FY032015  FY032016  FYO32017  FY03/2018  FYO32019E  FY032020E  FYO32021E  FY0312022E
1,65% 2.94% 1.25% 0.85% 121% 1.30% 137% 1.40% 143%
2.63% 2.39% 1.02% 0.72% 1,00% 1.06% 1.13% 1.15% 1.18%
2.68% 251% 1.07% 0.74% 1.05% 1.11% 1.18% 1.20% 1.23%
1.42% 1.44% 0.67% 0.54% 0.71% 0.79% 0.83% 0.89% 0.94%
1.25% 1.30% 0.65% 0.51% 0.67% 0.74% 0.77% 0.83% 0.87%

Net Income Margin (adjusted)

Revenue

Operating Income
Net income adjusted
Diluted EPS adjusted

-21.0%
21%

6.3%
-1.2%

77.0%
60.9%

83.2%
83%

2274%

40.3%

63.2%
63%

46.6%
2.6%
16.5%
17%

-22.5% 2.2% 9.4% 8.0% 6.8%
8.4% 8.1% 16.7% 10.4% 9.4%
1.6% 11.5% 14.8% 16.2% 12.1%

2% 12% 15% 16% 12%
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Dupont ROE (%) 13.0% 19.5% 22.3% 221% 18.4% 17.1% 16.5% 16.1% 15.3%

Margin (%) 1.3% 1.3% 0.6% 0.5% 0.7% 0.7% 0.8% 0.8% 0.9%
Turnover (x) 25 31 79 10.0 8.0 75 76 7.6 74
Leverage (x) 41 48 44 43 34 31 2.8 2.6 24
Return on Assets 3.2% 4.1% 5.1% 5.2% 5.4% 5.5% 5.9% 6.3% 6.5%
Return on Capital Employed 27.2% 35.7% 31.9% 27.2% 25.0% 22.9% 22.6% 212% 19.9%
Return on Invested Capital 6.1% 9.1% 11.4% 10.8% 8.0% 8.2% 8.6% 9.1% 9.3%
FCF Calculation

Op. cash -25,022.9 41,854.0 20,699.0 17473.8 -31,962.5 17,571.3 17,1421 19,495.0 21,5193
capex -1,154.8 -1,575.2 -11,636.6 -242.1 -758.9 -7175.3 -848.5 -916.6 -979.1
FCF (INR million) -26,177.8 40,278.8 9,062.4 17,231.7 -32,721.5 16,795.9 16,293.6 18,578.5 20,540.3
FCF margin (%) 9.2% 8.0% 0.5% 0.7% -1.7% 0.9% 0.8% 0.8% 0.8%
FCF per share -88.66 136.42 30.69 58.36 -110.83 56.89 55.19 62.92 69.57
Price/FCF per share -6.83 4.44 19.74 10.38 -5.47 10.65 10.98 9.63 8.71
FCF Yield -14.6% 22.5% 5.1% 9.6% -18.3% 9.4% 9.1% 10.4% 11.5%
Net Cash calculation

Cash + short term investments 72,1416 1,17,344.6 1,23,754.9 1,48,402.0 1,44,695.5 1,61,196.2 1,77,194.6 1,95,477.8 2,15,722.8
Less: long term debt + ST debt -31,176.1 -38,424.9 -45,939.9 -59,020.2 -89,613.7 -89,613.7 -89,613.7 -89,613.7 -89,613.7
Net Cash 40,965.5 78,919.7 77,815.0 89,381.8 55,081.8 71,582.6 87,580.9 1,05,864.1 1,26,109.1
Net cash per share 138.7 267.3 263.6 302.7 186.6 2424 296.6 358.6 4271
Valuation ratio's

P/B 0.94 1.72 4.31 3.56 3.51 2.35 1.94 1.62 1.36
P/E 7.24 8.82 16.68 14.36 17.26 12.67 11.03 9.50 8.47
P/S 0.09 0.11 0.11 0.07 0.12 0.09 0.09 0.08 0.07
EV/sales -0.05 -0.04 0.06 0.04 0.09 0.09 0.08 0.07 0.07
EV/EBITDA -1.97 -1.67 5.68 4.98 8.30 7.67 6.59 5.99 548
EV/EBIT -2.01 -1.76 5.95 5.17 8.70 8.04 6.89 6.24 5.71
EV/IFCF 0.58 -0.53 11.09 5.20 -4.99 9.73 10.03 8.80 7.96
Dividend Yield (%) 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17% 0.17%
Div payout on FCF -1.1% 0.7% 3.3% 1.7% -0.9% 1.8% 1.8% 1.6% 1.4%
Receivable days (DSO) 30 20 9 7 9 9 9 9 9
Inventory days (DIO) 9 4 2 2 3 3 3 3 3
Payables days (DPO) 86 52 22 17 19 15 15 14 14
Current ratio 1.3 1.2 1.2 1.2 1.3 14 15 1.6 1.7

Market Cap. 25,893 57,766 1,78,331 1,78,922 2,18,485 1,78,922
+ Minority Interest 0 0 0 0 0 0
+Total Debt (ST & LT Debt) 31,176 38,425 45,940 59,020 89,614 89,614
- Cash & Equivalents 72,142 1,17,345 1,23,755 1,48,402 1,44,696 1,44,696
Enterprise Value -15,072 -21,154 1,00,516 89,540 1,63,403 1,63,403
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DCF model 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E 2024E 2025E 2026E 2027E
EBIT 7,486 12,043 16,898 17,333 18,783 20,314 23,708 26,170 28,631 30,349 32,503 34,811 36,377 37,851
% growth -1% 61% 40% 3% 8% 8% 17% 10% 9% 6% 7% % 4% 4%
Taxes @ 11.5% 9.8% 3.9% 4.4% 57% 6.4% 7.0% 7.0% 7.0% 8.4% 10.1% 12.1% 14.5% 17.4%
EBIAT 6,628 10,864 16,243 16,573 17,721 19,016 22,048 24,338 26,627 27,799 29,227 30,600 31,097 31,258
% growth -5% 64% 50% 2% 7% 7% 16% 10% 9% 4% 5% 5% 2% 1%
+D&A 164 622 788 650 914 990 1,072 1,126 1,182 1,253 1,316 1,381 1,444 1,502
- Capital expenditures -1,155 -1,575 -11,637 -242 -759 -775 -848 917 979 -1,283 -1,347 -1,415 -1,478 -1,538
- Change in net WC -32,236 33,190 -1,511 4,365 -45,534 2,462 -144 -467 -787 -1,106 -987 -829 -714 610
Free Cash Flow to Firm -26,598 43,100 3,884 21,346 -27,658 21,693 22,127 24,080 26,043 26,663 28,208 29,738 30,349 30,612
FCY yly growth -194% -262% -91% 450% -230% -178% 2% 9% 8% 2% 6% 5% 2% 1%
Value per Share
Cost of capital WACC 13.0%
Terminal Growth 11.0% 12.0% 13.0% 14.0% 15.0% PV of Free Cash Flow 1,31,643
2.5% 1,163 1,057 971 901 842 PV of Terminal Value 1,05,639
2.8% 1,182 1,071 983 910 849 Add: Net Cash 55,082
3.0% 1,196 1,082 _ 916 853 Total Equity Value 2,92,364
3.3% 1,218 1,098 1,002 925 861 Shares outstanding 295.25
3.5% 1,234 1,109 1,011 931 866 DCF value 990
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Disclaimer

Evaluate Research provides institutional equity research on global public mid-
cap companies. All information used in the publication of this report has been
compiled from publicly available sources that are believed to be reliable; and
we do not seek insider information for writing this report. Opinions, estimates
and projections in this report constitute the current judgment of the analyst(s)
as on the date of this report. It is not guaranteed as to accuracy, nor is it a
complete statement, of the financial products, securities, or markets referred
to. Opinions are subject to change without notice. To the extent permitted by
law, Evaluate does not accept any liability arising from the use of information
in this report.

This document is provided for information purposes only, and is not a
solicitation or inducement to buy, sell, subscribe, or underwrite securities or
units. Evaluate does not make individually tailored investment
recommendations. Any valuation given in a research note is the theoretical
result of a study of a range of possible outcomes, and not a forecast of a likely
share price. The securities, issuances or investment strategies discussed in this
report may not be suitable for all investors. Investments involve many risk and
potential loss of capital. Past performance is not necessarily indicative of future
results. Evaluate may publish further wupdate notes on these
securities/companies but has no scheduled commitment and may cease to follow
these securities/companies as may be decided by the research management.

The companies or funds covered in this research may pay us a fee in order for
this research to be made available. Any fees are paid upfront without recourse.
Evaluate and its analysts are free to issue any opinion on the security or
issuance. Evaluate seeks to comply with the CFA Institute Standards as well
as NIRI Guidelines (National Investor Relations Institute, USA) for all conduct,
research and dissemination of research, particularly governing independence
in issuer commissioned research.

Forward-looking information or statements in this report contain information
that is based on assumptions, forecasts and estimates of future results, and
therefore involve known and unknown risks or uncertainties which may cause
the actual results, performance or achievements of their subject matter to be
materially different from the current expectations.

Evaluate makes an effort to use reliable, comprehensive information, but
makes no representation that this information is accurate or complete.
Evaluate is under no obligation to update or keep current the information
contained herein. The compensation of the analyst who prepares any Evaluate
research report is determined exclusively by Evaluate’s research and senior
management.

Evaluate Research Ltd. does not conduct any investment banking, stock
brokerage or money management business and accordingly does not itself hold
any positions in the securities mentioned in this report. However, Evaluate’s
directors, affiliates, and employees may have a position in any or related
securities mentioned in this report at an appropriate time period after the
report has already been disseminated, and in compliance with all CFA Institute
Standards.

No part of this report may be reproduced or published without the prior written
consent from Evaluate Research Ltd. Please cite the source when quoting.
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