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Bharat Bijlee Limited (BBL) - Sales Note

Bharat Bijlee Ltd (BBL) incorporated in 1946, is one of the leading player in electrical engi-
neering in India. lts primary business segments are Transformers (capacity 15,000 MVA p.a),
Projects, Electric Motors, Elevator Systems and Drives & Automation. It undertakes turnkey
projects (switchyards) and is well positioned to provide complete ‘concept to commissioning’
services. The Company's manufacturing facilities are located in Airoli, Navi Mumbai on a
1,93,000 square meters campus, with a working area of approximately 50,000 square me-
ters.

Business Mix

RATING: BUY

Target: 1399
Upside: 28%

CMP: 1091.6 ( As on 08/12/2017)

Reuter Code : BBJL.NS
Bloomberg Code : BIJL IN

Market Data

Face Value (Rs) 10.0
Power Systems (56.5% of FY17 revenue) — This segment comprises of Power Transformers  Equity Share Capital (cr) 5.7
upto 200 MVA, 220 KV voltage class and EPC projects for electrical substations upto 400  Share Outstanding (cr) 0.57
KV. Product range for transformer includes sub-station transformers, generator transformers,  Market Cap (Rs cr) 616.9
unit auxiliary transformer & 132/25 single phase traction transformers. Book Value / share 516.9
Daily Avj. Volume 21,622
Industrial Systems (43.5% of FY17 revenue) - This segment comprises the marketing, engi- 52 W High 1,500.0
neering, design and manufacture of a full range of low and medium voltage industrial mo- 52 W Low 745.0
tors, permanent magnet technology machines and AC variable drives and drive systems. Shareholding 9%
Promoter 33.84
Investment rationale Foreign 0.01
Institutions 15.22
Revival in Power sector — The power deficit in India has significantly decreased but due to Public & Others 50.93

~21% leakage in AT&C (aggregate technical and commercial) losses, most of state DIS-
COM faces losses. Further, governments scheme ‘Electricity for all by 2019 will be the main
demand driver for the power sector.

Government is taking major steps to strengthen the power transmission & distribution network
and has undertaken initiatives such as Ujwal DISCOM Assurance Yojana (UDAY) for financial
turnaround of power distribution companies. The Government of India has projected an in-
vestment of INR 146,000 crore in power transmission sector by FY 2019 to strengthen the
transmission network thus increasing the demand for power transformers.

Improving investment & industrial activities — The industrial motors business is positively corre-
lated with the overall economic environment in India. The Medium Voltage motor business
has gained traction and continues to grow over time. The company has developed a range
of high efficiency motors that will prepare it to compete with the best in the industry. BBL's
other business to maintain a healthy growth trajectory with improving business environment.

Industrial activities have witnessed a slowdown, due to historic decisions like demonetisation
in November 2016 followed by the rollout of the Goods and Service Tax (GST) in July 2017.
With economy coming back on track, we expect the industrial activity to recover on the back
of improving economy activity.

Sensex and Stock Movement

Financials : (In Rs Cr.)
FY 2013 FY 2014 FY 2015 FY 2016 FY 2017
Total Revenue 542.5 486.5 610.9 639.5 662.6
Dinesh Gupta
EBDITA 14.9 10.6 2.5 38.2 46.0
+91 22 30272810
PAT -4.9 -11.3 -34.0 7.2 19.6
EPS 8.6 -20.0 -60.2 12.7 34.7 dinesh.qupfo@dolmiosec.com
EV/EBITDA 19.4 31.7 -185.7 17.3 14.6
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Improving financial health — BBL reported negative earnings loss in FY13-15 but since FY16 it has seen turnaround in earnings. In
FY17, BBL's net sales grew by 3.6% y-o-y to INR 662.6 cr from INR 639.5 cr, operating profit climbed 19.4% y-o-y to INR 48.6
cr from INR 40.7 cr and PAT zoomed by 172.6% to INR 19.6 cr from INR 7.2 cr. Over, last three year net sales & operating profit
grown by CAGR of 10.8% & 58.3% respectively.

For the quarter ended September 2017, net sales jumped 19.7% y-o-y to INR 175.1 cr. Operating profit up by 504.6% y-o-y to
INR 10.5 cr from INR 1.7 cr and operating profit margin (OPM) jumped 480 bps to 6.0% from 1.2% (Q2 FY16). PAT down by
3.2% y-o-y to INR 6.34 crore, from INR 6.55 cr due to rise in finance cost & lower other income. In segment-wise, revenue from
power systems was up by 20.6% y-o-y and an industrial system was down by 3.2% whereas EBIT margin improved in both the
segment, for power segment margin jump from 4.8% (Q2 FY16) to 9.0% (Q2 FY17) and industrial segments from 4.8% (Q2
FY16) to 8.7% (Q2 FY17).

Segment Q2 M7 Q2 FYlé Yo (%) Ql M7 Qe-Q X}
Power Systems 697 6039 2006% 9232 5.0%
Industrial Systems 73.15 G0.76 -3.2% 71.85 8.6%
Total 17512 161.15 8.7 16417 &.7%
EBIT

Power Systems §.6% 3.84 126.3% 27& 214.9%
Industrial Systems 683 3.90 7501% -0.08

Total 15.532 7.74 100.5% 268 472 1%
EBT Margin

Power Systems 2.0% 4 5% J.0%

Industrial Systems 8.7% 4.8% 00%

Source - Company, DSPL Research

For the six months ended September 2017, sales grew 15.6% y-o-y to INR 323.5 cr. Operating profit zoomed to INR 6.8 cr from
INR 0.26 cr and OPM improved from 0.1% to 2.1%. PAT was down due to rise in finance cost & lower other income to INR 2.5 cr
against INR 4.4 cr. In segment-wise, revenue from power systems was up by 22.2% y-o-y and an industrial system was down by
3.3% whereas EBIT margin improved in both the segment, for power segment margin jump from 3.6% (Q2 FY16) to 6.0% (Q2
FY17) and industrial segments from 3.9% (Q2 FY16) to 4.5% (Q2 FY17).

Segment H1 FY17 H1 FYl& Y-o-¥ (4
Power Systems 182 29 154 59 22.2%
I ustrial Systems 150,00 155.13 -3.3%
Total 339.29 210,02 4%
EBIT

Power Systems 11.45 S.&5 102 7%
Ind ustrial Systemns 6.75 602 12.1%
Total 182 11.67 260%
EBIT Margin

Power 5‘5!51‘EFI"I5 & 0% 3.6%

Ind ustrial Systems 4.5% 3.9%

Source - Company, DSPL Research
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Outlook —

The transformer business was affected due to lack of demand, delay in CAPEX cycle, pricing pressure and cheap imports from
China. The overcapacity in the transformer segment led to margin compression which impacted the company’s profitability but the
capital goods sector is slowly picking up, we see BBL benefiting from ongoing consolidation

We expect the company to report net sales of INR 690 cr (FY18E) & INR 759 cr (FY19E), PAT of INR 20.7 cr (FY18E) & INR 23.9
cr (FYT19E) and EPS of INR 36.7 (FY18E) & INR 42.4 (FY19E). At current market price of INR 1086.3, the share trades at 29.6x
(FY18E) & 42.4x (FY19E) earnings. We value BBL using sum-of-the-parts (SOTP) approach.

Sum of the Part Valuation {in INR Cr}

Particular FY18E Multiple [x} Value
Core Business PAT] 207 250 416
Add - Investment Yalue (20% discount to market value} 272
Total Yalue 791
Value per share (INR} 1,399

Source - DSPL Research
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Profit & Loss Statement FY 2015 FY 2016 FY 2017 Balance Sheet FY 2015 FY 2016 FY 2017
Met Soles 6109 6395 6626 Share Copital 57 57 57
Rew Material Cost 49324 4529 50072  Reserves and Surplus 2597 2669 286.5
Gross Profit 118.3 156.6 161.7 Shareholders Fund 2654 2725 2922
Employee Cost 751 417 §57 Total Leen 1334 165.7 177.6
Cther Expesnses &40 574 57.%  Deferred Tex Licilities - - -
Total Expenditure 631.6 6223 6445 Total Liohilities 3968 4413 4697
Operating EBITDA {20.7) 173 181 HNet Fixed Assets 842 773 725
Op. EBITDA Margin () -3.4% 27% 27%  Investments 8.1 8.1 40
Other Income 182 209 279 Sundry Debtors 2123 3239 2234
Deperication 119 10.3 99  Cosh&Bonk 7.1 50 19.4
EBIT {14.5) 279 36.1 loons & Advonces 1764 1792 16589
EBIT Margin 2 4% 4.4% 5.4% nventories 911 108.1 1232
Firance Cost 200 204 159 Other Current Assets 200 393 505
Exceptional ltem (0.4} (0.4} 0.1  Total Current Assets 3070 5565 6061
PBT {34.00 77 201 Sundry Creditors 154 8 1508 1555
Tem - 0.5 05  Provision 114 129 11.3
PAT {34.00 72 196 Other Current Lighilities 343 369 46.1
Share 05 (in o} 0.4 0.4 04 Total Current ligbilities & Provision 200.6 2007 2129
EPS (IMR) (602} 127 347  MNet Assets 306 4 3558 3932
Cosh EPS (MR} i39.1} 07 527 Total Assets 3968 4413 4697
Cashflow Statement FY 2015 FY 2016 FY 2017 Rgtios Analysis FY 2015 FY 201& FY 2017
PBT (34 .4) 74 20.1 Per 5hare Yalue
Others []6-.6} 197) [26-.8} BWVPS (Rs) 469 .5 45272 5169
lInc)/Decr in Warking Capitel o1 @45 pog CPS(Rs) - - -
Tax Paid 0.5) 08 1¢ Turnover Ratio
Cash Flow from Operating @“407)  (51) 133 Inventory Doys &4 36 63
I:|m:r}1J Decr in Gross PRAE |:26} [3,5} [4?} Cebtors Dﬂ'fﬁ 111 124 123
Cithers 122 (7.8} 102 Creditors Daoys a9 87 g4
Cash Flow from Investing 9.6 1.3 33 Cash Corversion Cyde 85 94 102
Decrl/Inerin Debt 736 353 87 Asset Turnover Ratic 1.0 1.0 1.0
Interest Paid {20.5) [20.8) 15.8) Profitabiliy Ratio
Others Rle - " EBITDA Margin 0.4% 6.0% 6.9%
Dividend Paid 0.1} 0.1} 0.1} PAT margin 5.4% 11% 3.0%
Cash Flow from Financing 313 14.4 (7.1}
Incr/{Decr) in Balance Sheet Cash 02 po ny ROA -3.7% 1.1% 25%
Cash and cosh equivalents o the Start of the Year 69 101 79 ROE -12.8% 2.6% 6.7%
Cash and cosh equivalents at the End of the Year 7.1 8.0 1964 ROCE -3.6% 6.3% 7%
Solvency Ratio
Debt / Equity Ratic 0.5 0.6 0.6
Current Retic 1.1 1.1 1.3
Cluick Ratic 1.1 1.1 12
Interest Coveroge Rotic 000 1.9 29
Valuction Ratios
PE (x} (10.4} 704 264
P/B ) 1.3 19 1.8
EV/EBITDA (x} (165.7} 173 14.4
Meap/Sales fx} 0.4 08 k]
Earning Yield (2] 2 6% 1.4% 35%
Cividend Yield (25} 0.0% 0.0% 0.0%
Free Cash Flow Yield (2} -12.3% -1.8% 1.7%
Source - DSPL Research
4




DISCLOSURE

We/I, Dineshkumar Gupta, B.Com, M.Sc, as author / the name subscribed to this report, hereby certify that all of the views expressed in this
research report reflect my / our personal views about the subject or securities and no part of my / our compensation was / is, or will be directly
or indirectly related to the specific recommendation(s) or view(s) in this report. We / | or my / our relative(s) or Research Entity does not have
any financial interest in the subject company other than disclosed.

Business activity of the research entity Stock Broker, Merchant Banker, Depository Participant, Mutual Fund Distributor

Disciplinary history of the research entity Nil

Terms & Conditions for offering Research Report by research entity

On principal, we do not sell our research reports.

The Research Report should be kept confidential.

The Research Report is published with honesty and in good faith.

The Research Report is prepared after thorough analysis of the Stock Market.

Research analyst or research entity shall effectively address conflict of interest which may affect the impartiality of its research analysis and research
report and shall make appropriate disclosures to address the same.

Research analyst or research entity or any employees will not engage in insider trading or front running or front running of its own research report.
Research analyst or research entity shall comply with all regulatory requirements applicable to the conduct of its business activities.

Research analyst or research entity or its employees engaged in research analysis shall observe high professional standard while preparing research
report.

Details of associate of research entity

Dalgreen Agro Pvt. Ltd. Visual Estates Pvt. Ltd. DSPL Investments Chanda Bharech Beneficiary VSN Enterprises
Pvt. Ltd. Trust
Dalmia Investmart Pvt. Ltd. Visual Properties Pvt. Ltd. Dalmia Deveon Pvi. Gita Dalmia Family Trust Naraln. Prasad
Ltd. Dalmia HUF
Damia Devcon Pvt. Ltd. Namtech Commercial LLP. Dalmia Janakalyan Sweta Beneficiary Trust Suryakant Dalmia
Kosh HUF
. . . . . - Dalmia Securities Pvt. Parasar Financial
Mount Intra Finance Pvt. Ltd. Vaishnawi Housing Pvt. Ltd. Avni Beneficiary Trust Ltd.Employees Gratuity Fund Services Pvt. Lid.
Advay Beneficiary Trust Dalmia Insurance Brokers Pvt. Dalmia Commodities Dalmia Insurance Brokers
Y v Ltd. Employees Gratuity Fund Pvt. Ltd. Pvt. Ltd.

DISCLOSURE OF INTEREST:

Whether the research analyst or his relative or research entity or his associate has any financial

. } . ) L Ye N
interest in the subject company and the nature of such financial interest. oYes VNo

Whether the research analyst or research entity or its associates or relatives, have actual / benefi-
cial ownership of one per cent or more securities of the subject company, at the end of the month o Yes v No
immediately preceding the date of publication of the research report;

Whether the research analyst or research entity or its associates have received any compensation

from the subject company in the past twelve months; o Yes VNo

Whether the research analyst or research entity or its associates have managed or co-managed

; . . . . Y N
public offering of securities for the subject company in the past twelve months; o Yes VNo

Whether the research analyst or research entity or its associates have received any compensation
for investment banking or merchant banking or brokerage services from the subject company in the o Yes v No
past twelve months;

Whether the research analyst or research entity or its associates have received any compensation
for products or services other than investment banking or merchant banking or brokerage services o Yes \'No
from the subject company in the past twelve months;

Whether the research analyst or research entity or its associates have received any compensation

) . ) . . . Yo N
or other benefits from the subject company or third party in connection with the research report; o Yes VNo
Whether the research analyst has served as an officer, director or employee of the subject compa- o Yes VNo
ny;

Whether the research analyst or research entity has been engaged in market making activity for the o Yes VNo

subject company.

Other Material Conflict of Interest, if any NIL




DISCLAIMER

DISCLAIMER

This report has been prepared by M/s Dalmia Securities Pvt. Ltd. (hereinafter referred as DSPL, SEBI Registered Research Analyst) and is
meant for sole use by the recipient and not for circulation. The information and opinions contained herein have been compiled or arrived at,
based upon information obtained in good faith from sources believed to be reliable. Such information has not been independently verified
and no guaranty, representation of warranty, express or implied, is made as to its accuracy, completeness or correctness. This research report
does not constitute an offer, invitation or inducement to invest in securities or other investments and DSPL is not soliciting any action based
upon it. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular
circumstances and, if necessary, seek professional advice. DSPL, its directors, analysts or employees do not take any responsibility, financial
or otherwise, of the losses or the damages sustained due to the investments made or any action taken on basis of this report, including but
not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the divi-
dend or income, etc. Past performance is not a guide for future performance. Investors are advised to see Risk Disclosure Document of each
product before investing. DSPL and other group companies, its directors, associates, employees may have various positions in any of the
stocks, securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities from time to
time or may deal in other securities of the companies / organizations described in this report. Our proprietary trading and investing business-
es may make investment decisions that are inconsistent with the recommendations expressed herein. In reviewing these materials, you should
be aware that any or all of the foregoing among other things, may give rise to real or potential conflicts of interest.

DSPL is registered under SEBI (Research Analyst) Regulations, 2014 vide Registration No INH300003066 dated 30.05.2016




