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Linde India Limited - Q2 CY18 Result Update

Linde India Ltd (Linde India), Q2 CY18 result were subdue with our estimate. Opera-
tional performance and the margins were down by 2.1% g-o-q and 40 bps g-o-q
basis, while PAT was up by 98.9% g-o0-q due to higher other income, lower depreci-
ation & finance cost. With the improving fundamental, we hold positive stance on
the company.

Subdue Standalone Revenue and Earnings growth — Linde India’s revenue grew by
0.4% g-o-g to INR 551.62 cr due to flat growth in sales of Gases & Related product.
Operating EBITDA stood at INR 83.62 cr, down by 2.1% g-o-g, and margin de-
pressed by ~40 bps g-o-q due to rise in total expense. PBT was up by 58.3% g-o-q
for the quarter and stood at INR 14.74 cr vs INR 9.31 cr in Q2 CY18. PAT was up
by 98.9% g-o-q for the quarter and stood at INR 10.44 cr vs INR 5.25 cr in Q2
CY18.

Global Merger update between Linde AG and Praxair Inc — Recently, Linde AG &
Praxair Inc merger receive long awaited approval form US Federal Trade Commis-
sion. So far, Linde AG & Praxair has disposed of more than $ 9 bn of the assets. This
merger would create a new industrial giant with ~$27 billion in annual sales and a
market capitalization of ~$90 billion with ~33% market share in industrial gases.

Following the global merger Competition Commission of India (CCl) asks Linde In-
dia & Praxair to sell some of their India assets. Further Linde India has decided to
voluntarily delist its shares from the Indian bourses after the completion of global
merger - the floor price for the delisting proposal is INR 428.5. The objective of the
delisting offer is to obtain full ownership of equity shares of the company, which will
provide the promoter group with the operational flexibility to support the company’s
business and future financing needs.

Valuation - Linde India is one of the key beneficiaries with increasing government
initiatives towards developing India’s manufacturing sector, coupled with rapid in-
dustrialization; demand for industrial gases is anticipated to grow at a robust pace
over the next five years. With the merger of Linde AG and Praxair, the combined en-
tity would dominate globally & India in industrial gases market. We expect sales and
Op. EBITDA to grow at a CAGR of 10.1% and 8.2% respectively, in CY16-CY19E.
Linde is currently trading at an EV/EBITDA of 18.4x in CY18E and 16.9x CY19E.
With the anticipated improvement in financial performance, we assign an EV/EBITDA
multiple of 12x (5 years average EV/EBITDA of 16.7) in CY19E and arrive at a target
price of INR 546, indicating a downside of 16%.
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Market Data

Face Value (Rs) 10.00
Equity Share Capital (cr) 85.28
Share Outstanding (cr) 8.53
Market Cap (Rs cr) 5,566.91
Book Value / share 170.10
Daily Avj. Volume 11,78,802
52 W High 678.00
52 W Low 382.25
Shareholding %
Promoter 75.00
Foreign 2.77
Institutions 13.71
Public & Others 8.52

Financials : (Consolidated) (In INR Cr.)
CY2015  CY2016  CY2017  CY2018 () CY2019 (E)
Total Revenue 1,566.6 1,825.3 2,033.1 2,288.1 2,438.4
EBDITA 261.5 318.2 335.4 365.8 387.7
PAT 23.5 19.0 16.2 34.7 101.7
EPS 2.8 2.2 1.9 4.1 11.9
EV/EBITDA 17.6 14.0 14.2 18.4 16.9

Source - DSPL Research, Company
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Particulars Sep-18 Jun-18 Q-0-Q (%) Sep-17 Y-0-Y (%)
Revenue from Operation 551.62 549.60 0.4% 506.95 8.8%
Cost of Material (incl. Change in Inv.) 107.59 95.49 12.7% 62.79 71.4%
Employee Benefit Expenses 37.16 32.20 15.4% 27.36 35.8%
Power & Fuel 214.26 236.35 -9.3% 240.99 S11.1%
Contract job expenses 12.36 11.21 10.3% 7.81 58.3%
Freight & transport 43.08 39.32 9.6% 42.46 1.4%
Other Expenses 53.56 49.65 7.9% 41.97 27.6%
Total Expenses 468.00 464.21 0.8% 423.38 10.5%
Op. EBITDA 83.62 85.39 -2.1% 83.57 0.1%
Op. EBITDA Margin 15.16% 15.54% -0.4% 16.49% -1.3%
Other Income 6.83 1.15 492.5% 1.73 294.9%
EBITDA 90.45 86.55 4.5% 85.30 6.0%
EBITDA Margin 16.40% 15.75% 0.7% 16.83% -0.4%
Depreciation 50.12 51.16 -2.0% 49.02 2.2%
EBIT 40.33 35.38 14.0% 36.28 11.2%
EBIT Margin 7.31% 6.44% 0.9% 7.16% 0.2%
Finance Costs 25.59 26.07 -1.9% 28.60 -10.5%
PBT before Exceptional ltems 14.74 9.31 58.3% 7.68 92.0%
PBT 14.74 9.31 58.3% 7.68 92.0%
PBT Margin 2.67% 1.69% 1.0% 1.51% 1.2%
Tax Expenses 4.31 4.07 5.9% (2.56)

PAT 10.44 5.25 98.9% 10.23 2.0%
PAT Margin 1.89% 0.96% 0.9% 2.02% -0.1%
Other comprehensive income 0.23 1.16 (2.25)

Total comprehensive income 10.67 6.41 66.4% 7.98 33.7%
Earnings Per Share

Basic 1.22 0.62 98.9% 1.20 2.0%
Gross Profit 444.03 45411 -2.2% 44417 0.0%
Gross Profit Margin 80.50% 82.63% -2.1% 87.61% -7.1%

Source - DSPL Research, Company
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Particulars Sep-18 Jun-18 QoQ (%) Sep-17 YoY (%)

Segment Revenue

a) Gases & Related Products 458.41 455.43 0.7% 439.69 4.3%

b) Project Engineering 96.02 99.84 -3.8% 71.33 34.6%
Sub Total 554.43 555.27 -0.2% 511.02 8.5%
Less: Inter Segment Revenue 2.81 5.67 -50.5% 4.07 -31.1%
Total 551.62 549.60 0.4% 506.95 8.8%
Segment EBIT

a) Gases & Related Products 49.22 38.21 28.8% 37.12 32.6%

b) Project Engineering 11.07 12.70 -12.8% 10.60 4.5%
Total 60.29 50.91 18.4% 47.71 26.4%
Less: Interest 25.59 26.07 -1.9% 28.60 -10.5%
PBT & Exceptional ltem 34.70 24.84 39.7% 19.11 81.6%
Other Unallocable Expenditure 19.96 15.53 28.5% 11.43 74.5%
Other Unallocable Income - -
PBT 14.74 9.31 58.3% 7.68 92.0%
Particulars Sep-18 Jun-18 QoQ (%) Aug-18 YoY (%)
Revenue Mix (%)
Gases 82.7% 82.0% -0.7% 86.0% -3.4%
Engineering Product 17.3% 18.0% 0.7% 14.0% 3.4%
Particulars Sep-18 Jun-18 QoQ (%) Sep-17 YoY (%)
EBIT Margin
Gases 10.7% 8.4% -2.3% 8.4% 2.3%
Engineering Product 11.5% 12.7% 1.2% 14.9% -3.3%

Source - DSPL Research, Company
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Financials - Consolidated (in INR Cr.)

Profit & Loss Statement CY2017 CY2018E CY2019E Balance Sheet CY2017 CY2018FE CY2019E
Net Sales 2,033.1 2,288.1 2,438.4  Share Capital 853 853 853
Raw Material Cost 2732 2974 307.2 Reserves and Surplus 13653 13846 14659
Gross Profit 1,759.9 19906 2,131.2 ghgreholders Fund 1,450.6 11,4699 1,551.1
Employee Cost 116.5 137.6 146.3 TOT0| Loan 931.8 831.8 7318
ther Monufoduring COSf 393.3 1 ,5] 0.1 1 ,62] 6 Deferred TOX I.IOIlIerS 922 922 922
Total Expenditure 782.9 19452 20751 qo44] Ligbilities 2,474.6 2,3939 2,375.2
Operating EBITDA 1,250.1 342.9 3633 \o; Fired Assets 2,591.3 24316 2,337.8
Op. EBITDA Margin (%) 61.5% 15.0% 14.9% Investments 0.0 0.0 0.0
Other Income 78 22.9 244 ndry Deblors 3527 4388 4676
Deperication 206.3 209.8 143.8 Cash & Bonk 3846 799 1630
EBIT 1,043.9 133.1 219.5 Loans & Ad 253'2 366.1 390'2
EBIT Margin 51.3% 5.8% 9.0% l:v‘lr;iories vances s " 502
E:::ngieofjsliem ] ]82 10_4.0 9_] > Other Current Assets 87.4 251.7 2682
PBT 934 .4 52.0 152.5 Total Current Assets 800.3 ],2204 ],3792
Tax (2.8) 173 50.8 Sundry Creditors 2574 319.7 340.7
PAT 937.2 34.7 101.7 Provision 74.1 371.8 396.2
‘ Other Current Liabilities 602.6 583.5 621.8
Share O/5 (in c) 85 85 85 Total Current liabilities & Provision ~ 934.0 1,275.0 1,358.8
EPS (INR) 1.9 4.1 11.9  Net Assets (133.7) (54.6) 20.4
Cash EPS (INR) 26.1 28.7 28.8 Total Assets 2,457.7 2,377.0 2,358.2
Cashflow Statement CY2017 CY2018E CY2019E Ratios Analysis CY2017 CY2018E CY2019E
PBT 13.4 520 1525 PerShare Value
Depreciation & Amortization 206.3 209.8 143.8 E\P/iéR(sés) . 7(])? . 731 . ;1 z
Finance Cost 116.16 103.97 91.47 DPS (Rs) : :O 1 :5 2:0
Others 0.8) . ) Turnover Ratio
(Incr)/Decr in Working Capital (77.6) (38.6) 8.8 |nventory Days 12 12 13
Tax Paid (5.3) (17.3) (50.8) Debtors Days 64 63 68
Cash Flow from Operating 252.1 309.9 345.7 Creditors Days 50 46 49
(Incr)/ Decr in Gross PP&E (79.8) (50.0) (50.0) Cash Conversion Cycle 26 29 31
Others 213 ; ; Asset Turnover Ratio 0.6 0.6 0.7
Cash Flow from Investing (58.5) (50.0) (50.0) EI;T‘ITSX?/Z”Y .R°”° 1 6.5% 1 6.0% 15,99,
(Decr)/Incr in Debt (186.1) (1000} (100.0) o i‘;'g'” 0% o s
Inferest Paid (117.3)  (104.0) 915) won * 050 0.0 o 7o,
Others - - - ROE 1.1% 2.4% 6.7%
Dividend Paid (7.7) (15.4) (20.5) ROCE 13.2% 14.3% 15.3%
Cash Flow from Financing (261.0) (219.3) (211.9) Solvency Ratio
Incr/(Decr) in Balance Sheet Cash (67.5) 40.5 83.8  Debt / Equity Ratio 0.6 0.6 0.5
Op Cash and cash equivalents 105.7 38.2 78.8  Current Ratio 0.7 0.8 0.9
Other Bank Balance 04 04 0.4 QuickRatio 0.6 0.7 0.8
Cl Cash and cash equivalents 38.6 79.2 163.0 Interest Coverage Ratio 11 1.5 2.7
Valuation Ratios
PE (x) 232.4 160.5 54.7
P/B () 2.6 3.8 3.6
EV/EBITDA (x) 14.2 18.4 16.9
Mcap/Sales (x) 1.9 2.4 2.3
Earning Yield (%) 0.4% 0.6% 1.8%
Dividend Yield (%) 0.2% 0.2% 0.3%
Free Cash Flow Yield (%) 5.1% 4.7% 5.3%

Source - DSPL Research




DISCLOSURE

Ianesf.mem Expected return (Over 1 year)
ating Trading Rafing Expected return (less than1 year)
Buy > 15%
0,

Hold > -10% o 15% Buy 5%
Sell < -10% Hold > -5%to 5%
Nof Rated We have forward |ook|rTg estimates for the sf.ock but we refrain Sell < .5%

from assigning recommendation

The definition of the terms used in making recommendations are available at http://www.dalmiasec.com/Pdf/Abbreviation.pdf. These terms have been consistently used throughout the Re-

search Reports contained herein.

We/I, Dineshkumar Gupta, 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 Distribu-

tor

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. Visual Estates Pvt. DSPL Investments Pvt. Chanda Bharech Beneficiary VSN Enterprises
Ltd. Ltd. Ltd. Trust
Dalmia Investmart Dalmia Devcon Pvt. Gita Dalmia Family Narain Prasad Dalmia HUF Damia Devcon Pvt.
Pvt. Ltd. Ltd. Trust Ltd.
Namtech Commercial | Dalmia Janakalyan Sweta Beneficiary Trust Suryakant Dalmia HUF Mount Intra Finance
LLP. Kosh Pvt. Ltd.
Vaishnawi Housing Avni Beneficiary Dalmia Securities Pvt. Mount Intra Properties Pvt Advay Beneficiary
Pvt. Ltd. Trust Ltd.Employees Gratuity Ltd. Trust
Fund
Dalmia Commodities
Pvt Ltd
DISCLOSURE OF INTEREST:
Whether the research analyst or his relative or research entity or his associate has any financial interest in the subject com- v, VN
pany and the nature of such financial interest. ores ©
Whether the research analyst or research entity or its associates or relatives, have actual / beneficial ownership of one per
cent or more securities of the subject company, at the end of the month immediately preceding the date of publication of o Yes v No
the research report;
Whether the research analyst or research entity or its associates have received any compensation from the subject compa- VN
ny in the past twelve months; O Yes ©
Whether the research analyst or research entity or its associates have managed or co-managed public offering of securi- Y VN
ties for the subject company in the past twelve months; oyes °
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 past twelve months; o Yes v No
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 from the subject company in the past twelve o Yes v No
months;
Whether the research analyst or research entity or its associates have received any compensation or other benefits from v N
the subject company or third party in connection with the research report; o res ©
Whether the research analyst has served as an officer, director or employee of the subject company;
o Yes vV No
Whether the research analyst or research entity has been engaged in market making activity for the subject company. v YN
o Yes o
Other Material Conflict of Interest, if any NIL
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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




