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Q3FY10 Results Update

Transformers & Rectifiers (India) Ltd.

HOLD MEDIUM RISK PRICE Rs.389 TARGET Rs.415

Transformers & Rectifiers Ltd. (TRIL) has registered a strong growth in its top line as well as bottom line
for the period ended 31* Dec 2009. We attended the concall of TRIL. Some of the key points
pertaining to results and discussed in the concall are summarized below:

Key Highlights of Q3FY10 & 9MFY10 Results

e  During Q3FY10, TRIL posted net sales of Rs.1314.9 mn, registering a growth of 35.8% YoY. This was
on account of higher growth of 76% YoY in sales volumes to 2847 MVA. However, the average
realization has dropped by 14% YoY to 0.42 mn per MVA on account of stiff price competition and
execution of orders for higher KV class transformers.

e Its EBITDA grew by 27.5% YoY to Rs. 179 mn and EBITDA margins decreased by 89 bps YoY to
13.6%. Its Interest cost decreased to Rs. 7.2 mn and depreciation increased by 118% YoY to 13.1
mn on account of commissioning of new facility at Moraiya. Its PBT (including other income) grew
by 15.5% YoY to Rs. 159.2 mn. APAT stood at Rs. 111.7mn registering a growth of 20.5% YoY.

e During the 9MFY10, TRIL’s sales remained flat at Rs.3023 mn, its EBITDA remained flat at
Rs.446.8 mn, whereas its EBITDA margins de-grew by 36 bps to 14.8%. Its APAT remained flat at
Rs.295.6 mn.

Segmental Analysis

e TRIL’s sales has shifted significantly towards Power & Distribution transformers, which contributed
92% to the sales during Q3FY10. 8% of the sales executed during the quarter were contributed by
Industrial segment. The Company has not seen a pickup in orders from the industrial segment
which still remains a cause of concern. Also, 78% of the sales were contributed by state utilities.

Order book strong but Company to miss the targeted growth.

e As of 31% Dec 2009, TRIL has an order book of Rs.3731.9 mn (9095 MVA) which has remained flat
on a YoY basis. It has received another order for Rs.450 mn after 1* Jan 2010 and expects to book
orders of about Rs. 1400 mn by March 2010.

The Company has booked sales for 6168 MVA for 9MFY10 and expects to book total sales of about
10,500 MVA for FY10, which means it needs to execute 4332 MVA for the next quarter, Q4FY10.
Based on its order book and execution cycle, although the company would be able to achieve its
sales in terms of MVA, its targeted sales of about Rs. 5000 mn would be missed due to lower price

*On fully diluted equity shares

Part of Y <.... /8 Bonanza

realization.
Order book break up Rs. mn
Type of Transformer 31st Dec 2009 Transformer Class 31st Dec 2009
Power 3179.8 <=36 KV 574.3
Distribution 180.6 >36 kV & <=72.5 KV 92.1
Furnace & Rectifier 217.3 >72.5 KV & <= 145 KV 1189.4
>145 KV & <= 245 KV 1836.1
Export 154.2 >245 KV 40
Source: Company
OUTLOOK & VALUATION

TRIL has a strong order book position and a decent order pipeline, which gives a good business visibility
for next 3 to 4 quarters. The Company has witnessed increasing competition with new entrants in 220
KV class transformers and expects the pricing to remain under pressure for at least next few quarters.
We had already factored this scenario into our expectations for FY10 & FY11. However, 9MFY10 results
have not been in line with our estimates and thus we are reducing our estimates for FY10 but
maintaining our estimates for FY11. We have reduced our revenue estimates for FY10 from Rs. 4945
mn to Rs. 4515 mn on back of lower price realizations.We have maintained our EBITDA margins of 15%
for full year and reduced our APAT estimates to Rs. 431 mn from Rs.484 mn, in FY10. At the CMP of

MS Rs.389, the stock is trading at 11.7 x its FY10E & 9.4x its FY11E EPS of Rs. 33.4 & Rs.41.5, respectively.
powr We have valued TRIL at Rs.415, i.e. 10x its FY11E Earnings. We change our rating to HOLD on the stock
' .A;\IAL-Y.S.T o - with a target price of Rs.415.
Viral Shah | +91 22 4093 5045 KEY FINANCIALS
viral.shah@sushilfinance.com
Y/E Revenue APAT AEPS AEPS P/E ROCE ROE P/BV
SALES: Mar. (Rsmn) (Rs mn) (Rs) (% Ch.) (x) (%) (%) (x)
Devang Shah | +91 22 4093 6060/61 FYO8 3019 331 25.6 () 15.2 69 27 2.4
devang.shah@sushilfinance.com FY09 4251 441 34.1 33 11.4 31 20 2.1
Nishit Shah | +91 22 4093 6074 FY10E 4515 431 33.4 (2) 11.7 17 16 1.8
nishit.shah@sushilfinance.com FY11E 5647 536 41.5 24 9.4 18 18 1.5
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Transformers & Rectifiers (India) Ltd.

QUARTERLY STATEMENT Rs.mn PROFIT & LOSS STATEMENT Rs.mn
Y/E March 9MFY09 O9MFY10 Q3FY09 Q3FY10 Y/E March FY08 FY09 FY10E FY11E
Net sales 2914 3023 968 1315 Net sales 3019 4251 4515 5647
Growth % - 4 41 36 .

Raw Material 2105 3091 3242 4122
Total Expense 2473 2576 828 1136
EBITDA 441 447 140 179 Employee Cost 67 87 104 120
Growth % - 1 12 27 Other Expenses 295 426 490 558
Margin % 15 15 14 14
Interest 53 28 20 7 EBITDA 552 647 679 847
Depreciation 18 31 6 13 Interest 77 69 55 60
Other Income 20 .= 24 8 Depreciation 20 25 40 55
PBT 461 433 138 159
Margin % 16 14 14 12 Other Income 58 104 55 63
Tax 148 137 45 48 PBT 513 656 639 794
Rate % 32 32 33 30

Tax 182 215 208 259
APAT 313 296 93 112
Margin % 11 10 10 9 APAT 331 441 431 536
Extraordinary items B - B - Extraordinary items - - - -
RPAT 313 296 93 112
Margin % 1 10 10 9 RPAT 331 441 431 536
BALANCE SHEET STATEMENT Rs.mn KEY RATIOS STATEMENT
As on 31* March FY08 FY09 FY10E FY11E Y/E March FY08 FY09 FY10E FY11E
Equity Share Capital 129 129 129 129 Growth (%)

Net Sales 39 41 6 25
Reserves and Surplus 1936 2317 2682 3152

APAT 79 33 (2) 24
Net worth 2065 2446 2811 3281 EBITDA 64 17 5 25
Secured Loans 316 551 562 573 Profitability (%)
Unsecured Loans 27 . ) _ EBITDA Margin 18 15 15 15

Adj. PAT Margin 11 10 10 9
Deferred tax ||ab|||ty - 6 6 7 ROCE 69 31 17 18
Capital Employed 2409 3003 3380 3861 ROE 27 20 16 18
Net Block 200 393 853 ggg ~ PerShareData(Rs.)

Adj. EPS 26 34 33 41
Goodwill 12 12 12 12 Adj. CEPS 27 37 36 46
Cap. WIP 173 385 50 50 BVPS 160 189 218 254
Investments 777 782 900 1120 Valuations (X)

) PER 15 11 12 9
Inventories 614 547 577 734 PEG (238) 12 (170) 16
Sundry Debtors 1244 1531 1707 2011 P/BV 2 2 2 2
Cash & Bank Bal 162 151 230 156  EV/EBITDA 8 U 7 5

EV / Net sales 2 1 1 1
Loans & Advances 83 113 90 113 Dividend Yield (%) 1 1 1 1
Curr Liab & Prov 844 911 1036 1225 Turnover Days
Net Current Assets 1259 1431 1568 1789 ~ Debtors days 117 119 131 120

X . Creditors days 134 94 99 90

Misc Expenditure 0 0 (4) (8) X .

Gearing Rations
Total Assets 2409 3003 3380 3861 Total Debt to Equity - o - -
Source : Company, Sushil Finance Research Estimates
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Transformers & Rectifiers (India) Ltd.

Rating Scale

This is a guide to the rating system used by our Equity Research Team. Our rating system
comprises of six rating categories, with a corresponding risk rating.

Risk Rating

Risk Description Predictability of Earnings / Dividends; Price Volatility

Low Risk High predictability / Low volatility
Medium Risk Moderate predictability / volatility
High Risk Low predictability / High volatility

Total Expected Return Matrix

B T

Over 15 % Over 20% Over 25%
Accumulate 10 % to 15 % 15% to 20% 20% to 25%
Hold 0% to 10 % 0% to 15% 0% to 20%
Sell Negative Returns Negative Returns Negative Returns
Neutral Not Applicable Not Applicable Not Applicable
Not Rated Not Applicable Not Applicable Not Applicable

Please Note

Recommendations with “Neutral” Rating imply reversal of our earlier opinion (i.e. Book Profits / Losses).

** Indicates that the stock is illiquid With a view to combat the higher acquisition cost for illiquid stocks, we have
enhanced our return criteria for such stocks by five percentage points.

“Desk Research Call” is based on the publicly available information on the companies we find interesting and are
quoting at attractive valuations. While we do not claim that we have compiled information based on our meeting
with the management, we have taken enough care to ensure that the content of the report is reliable. Although we
have christened the report as “Desk Research Calls” (DRC), we intend to release regular updates on the company as is
done in our other rated calls.

Additional information with respect to any securities referred to herein will be available upon request.

This report is prepared for the exclusive use of Sushil Group clients only and should not be reproduced, re-circulated,
published in any media, website or otherwise, in any form or manner, in part or as a whole, without the express
consent in writing of Sushil Financial Services Private Limited. Any unauthorized use, disclosure or public
dissemination of information contained herein is prohibited. This report is to be used only by the original recipient to
whom it is sent.

This is for private circulation only and the said document does not constitute an offer to buy or sell any securities
mentioned herein. While utmost care has been taken in preparing the above, we claim no responsibility for its
accuracy. We shall not be liable for any direct or indirect losses arising from the use thereof and the investors are
requested to use the information contained herein at their own risk.

This report has been prepared for information purposes only and is not a solicitation, or an offer, to buy or sell any
security. It does not purport to be a complete description of the securities, markets or developments referred to in
the material. The information, on which the report is based, has been obtained from sources, which we believe to be
reliable, but we have not independently verified such information and we do not guarantee that it is accurate or
complete. All expressions of opinion are subject to change without notice.

Sushil Financial Services Private Limited and its connected companies, and their respective directors, officers and
employees (to be collectively known as SFSPL), may, from time to time, have a long or short position in the securities
mentioned and may sell or buy such securities. SFSPL may act upon or make use of information contained herein
prior to the publication thereof.
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