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Recommendation Hold

CMP (20/08/2010) Rs.255

Astral has came out with Q1FY11 results

Sector Plumbing Material Revenug for the QlF_Yll stood at_ Rs 7_1.04 crores, up by 37.2% on
Stock Details YoY bba5|§. Increasedln revendutt-:-) IS3 gzéen by vquTefg:rO\Arth. (IDn
BSE Code 532830 QoQ basis revenue decreased by 30.4% on accgun of lower sales
as compared to Q4FY10. Due to nature of business sales volume
NSE Code ASTRAL . .
are usually higher in Q4.
Market Cap (Rs. cr) 285
Free Float (%) 36.18% EBITDA increased by 12.5% on YoY basis to Rs 9.09 crores in
52- wk HI/Lo 274/107 Q1FY11, wher_eas on QoQ basis it declined by 34.6%.
Avg. volume (Monthly) 10744 EBIT(I)DA marans decll?eq by 281bps (()jn YoY bastl)s gn(_j Ztoolq a(:
Dividend 20% 12.8% as against 15-.6@ in Q1FY10, and on QoQ fa5|s- |t- ecline
by 82 bps. CPVC resign is the key raw material, which is imported
Shares 0/s (Crs) 1.12 . - . .

; from Lubrizol. Depreciating rupee has increased the material cost
Relative Performance 1Mth SMth i and it was not able to pass on the increased cost. In addition to
ASTRAL -1% 12% 115% this it has written off inventory due to decline in PVC price.
SENSEX 1% % 15% Collectively, deprecating rupee and inventory write off has dented

19000 | 300 the margins. However it has effected the price increase of 4% to
18000 - I ggg 5% from the month of August, which will help it to cool off the
17000 7 il 150 pressure on the margins.
16000 5=V - 100
15000 ~ | 50 Adjusted PAT up by 5.5% on YoY basis to Rs 4.45 crores, whereas
14000 & T T 0 on QoQ basis it has decreased by 53.4%.
= - - - - T — T — R — R — I — T — T — T — . . . .
»3Z g T 5 %‘ T T T T3 Adjusted PAT margins for Q1FY11 stood at 6.3% as against 8.1% in
ivoczseSL =Tz =" 1 Q1FY10. Tough Interest cost decreased by 23.2% to Rs 1.16
crores, increased depreciation cost & tax expenses has reduced
s B, SE_SENSEX Astral .
the margins
‘ Shareholding Pattern as of 30/06/2010 During the Quarter the company has made an exceptional foreign
Promoters Holding 63.82% exchange gain to the tune of Rs 1.20crores on account of
Fll, banks & Institutions 6.01% repayment of borrowings.
I 0
Corporate Bodies 5.28% Recommendation
Public & others 24.90% At the CMP of Rs 255 the stock is trading at a PE of 9.1x for FY11E.
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15.40%
15.16%
14.36%
14.16%

Based on our estimated EPS of Rs 27.58 for FY11E and target
multiple of 10x we arrive at a target price of Rs 276 indicating
upside potential of 8.15%. We recommend HOLD rating on the
stock.

(%)
50.50%
27.61%
35.41%
11.81%

EPS(Rs.)  P/E(X) P/BV

Nirmal Bang Research (Division of Nirmal Bang Securities Pvt. Ltd)

B-2, 301/302, Marathon Innova, Lower Parel (W), Mumbai - 400 013

Website: www.nirmalbang.com




@ NRMAL BANG

a relationship beyond broking

~

Going Forward

The momentum in Real Estate Sector has started gaining after slow down. CPVC has
now become an acceptable and alternative product to galvanized pipes. We believe
Astral which is among very few players in CPVC segment and has a large presence
with strong dealer network, coupled with the advantages of CPVC product, being
cheaper & longer durable will lead the demand and eventually the growth in
revenues. However we believe there would be slightly pressure on operating margins
due to depreciating rupee and increasing competition. Astral’s Joint Venture in Africa
(where it has 32% stake interest) is setting up production facility in Nairobi, is
expected to commence the operation by the 2nd Quarter of this year, where pipes
will be manufactured and fittings will be exported from India. Fittings segment is
lucrative business as the margins are higher. Astral is also in the process of obtaining
approvals for Fire sprinklers systems, it expects to get approvals within 1st half of this
year, thus will add a new avenue to the company.

Key Points
e The Company is in the process of acquiring the land at Hosur in Tamilnadu,
where it plans to build the manufacturing facility and central warehouse
facility at a single area in south. This would further strengthen its presence in

south & thus reduce transportation cost.

e |t has acquired a land in Dholka near Ahmedabad where it plans to set up
manufacturing facility in future.

e Astral has tied up with Wavin AS of Netherland for low noise pipes. Initially it
will be sole marketing agent in India and at a later time it will set up

manufacturing facility in India.

Valuations & Recommendation

We believe Astral to have a revenue growth on back of its product advantage, new
products addition, capacity augmentation. At the CMP of Rs 255 the stock is trading
at a PE of 9.2x for FY11E. Based on our estimated EPS of Rs 27.58 for FY11E and target
multiple of 10x we arrive at a target price of Rs 276 indicating upside potential of
8.15%. We recommend HOLD rating on the stock
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Quarterly Analysis

Financials QiFvi1  QiFvio  YOVarCh)  ggpyqg QOQVar(®)
Net Sales & operating income 71.2 52.0 36.9% 102.3 -30.5%
EBITDA 9.1 8.1 12.5% 13.9 -34.6%
Other Income 0.3 0.2 61.9% 11 -69.4%
Depreciation 2.5 2.0 24.5% 2.3 7.8%
EBIT 6.9 6.3 10.3% 12.7 -45.4%
Interest 12 15 -23.2% 12 -6.5%
PBT 5.8 4.8 20.9% 115 -49.6%
Extraordinary Loss 1.2 0.2 2.6

Tax, Deferred Tax & FBT 1.6 0.6 172.9% 24 -31.8%
PAT 54 4.4 22.0% 11.7 -54.2%
Adj. PAT 4.4 4.2 5.5% 9.5 -53.4%
Equity Capital (Rs.10) 11.2 11.2 0.0% 11.2 0.0%
EPS 4.8 3.9 22.0% 104 -54.2%
Adj. EPS 4.0 3.7 5.5% 8.5 -53.4%
Ratios bps bps
Operating profit margins (%) 12.8 15.6 =277 13.6 -81
Adj. NP margin (%) 6.2 8.1 -186 9.3 -307
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Financials
Profitability (Rs. In Financial Health (Rs.
Cr) FYO8A FY09A FY10A FY11E In Cr) FYO8A FY09A FY10A FY11E
Y/E - March Y / E - March
Revenues - Net 135.8 192.7 290.4 3775 Share Capital 11.2 11.2 11.2 11.2
% change 40.1% 41.8% 50.7% 30.0% Pref Share/ Sh App 0.0 0.0 0.0 0.0
EBITDA 20.9 29.2 41.7 53.5 Reserves & Surplus 67.4 80.1 105.2 133.6
% change in EBIDTA 545% 39.6% 42.8% 28.2% Net Worth 78.7 91.4 116.5 144.8
Interest 2.7 5.3 4.9 6.2 Total Loans 32.2 39.0 41.3 46.4
EBDT 18.2 23.9 36.8 47.3 Deferred Tax Liabilities 17 17 17 1.7
Depreciation 3.3 6.2 8.6 10.6 Total Liabilities 1125 1321 159.4 192.9
Other Income 3.3 5.7 5.2 2.0 Net Fixed Assets 57.1 88.3 97.5 111.9
Extraordinary -1.7 5.8 -0.9 0.0 Investments 0.0 0.0 0.0 0.0
PBT 194 16.1 33.4 38.7 Inventories 26.5 49.8 70.3 81.7
Tax 2.4 2.1 5.7 7.7 Sundry Debtors 32.8 40.9 67.6 83.7
PAT 17.1 14.0 27.7 31.0 Cash & Bank 25.9 2.3 4.3 6.8
Adj PAT 16.0 20.5 27.7 31.0 Loans & Advances 4.1 14.2 20.4 24.4
Shares o/s ( No. in Cr.) 1.1 1.1 1.1 1.1 C AL&A 89.3 107.2 162.5 196.5
EPS 15.2 125 24.7 27.6 CL&P 33.9 63.4 100.7 115.6
Adj EPS 14.3 18.2 24.7 27.6 Working Capital 55.4 43.8 61.9 81.0
Cash EPS 18.1 18.0 32.3 37.0 Misc Exp 0.0 0.0 0.0 0.0
DPS (Rs.) 1.0 1.0 2.0 2.0 Total Assets 1125 132.1 159.4 192.9
Revenue 68.12 67.81 102.09 71.04 Operating )
EBITDA 9.33 10.98 13.90 9.09 Operating Income 20.9 29.2 41.7 53.5
Interest 1.04 1.05 1.24 1.16 Change in WC -8.5 -12.0 -16.1 -16.6
EBDT 8.29 9.93 12.66 7.93 Other Adjustment -0.1 -0.2 0.0 0.0
Dep 2.09 2.20 231 2.49 CF from Opeartion 12.3 17.0 25.6 36.9
Other Inc. 0.34 0.23 111 0.34 Investment
Extraordinary 0.56 -0.41 2.63 1.20 Capex -28.9 -37.2 -17.7 -25.0
PBT 7.10 7.55 14.09 6.98 Other Investment 0.0 0.0 0.0 0.0
Tax 1.46 1.28 2.36 1.61 Total Investment -28.9 -37.2 -17.7 -25.0
PAT 5.64 6.27 11.73 5.37 Financing
EPS (Rs.) 5.02 5.58 10.44 4.78 Diviend Paid -1.3 -1.3 -2.6 -2.6
Share Capital 00 00 00 00
EBITDA margin (%) 154% 152% 14.4% 14.2% Premium / Reserve 0.0 0.0 0.0 0.0
Adj.PAT margin (%) 11.8% 10.6% 9.5% 8.2% Borrowing 7.7 6.9 2.2 5.1
Adj.PAT Growth (%) 50.5% 27.6% 35.4% 11.8% Other Income 4.5 -1.7 5.2 2.0
Price Earnings (x) 175 13.7 10.1 9.1 Subsidy Rec 0.0 0.0 0.0 0.0
Book Value (Rs.) 70.0 81.3 103.6 128.9 Interest 2.7 -5.3 -4.9 -6.2
ROE (%) 22.7% 241% 26.7% 23.7% Tax Paid -2.4 2.1 5.7 -1.7
ROCE (%) 21.9% 17.5% 26.3% 25.5% Total Financing 5.8 -3.4 -5.8 -9.4
Debt Equity Ratio 0.4 0.4 0.4 0.3
Price / Book Value (x) 3.6 3.1 2.4 1.9 Net Chg. in Cash -10.8 -23.6 2.1 25
EV / Sales 2.3 1.7 11 0.9 Cash at beginning 36.7 25.9 2.3 4.3
EV /EBIDTA 15.0 11.0 7.7 6.1 Cash at end 25.9 2.2 4.4 6.8
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Disclaimer

This Document has been prepared by N.B.Research (Nirmal Bang Securities PVT LTD).The information, analysis and estimates
contained herein are based on N.B.Research assessment and have been obtained from sources believed to be reliable. This
document is meant for the use of the intended recipient only. This document, at best, represents N.B.Research opinion and is
meant for general information only. N.B.Research, its directors, officers or employees shall not in anyway be responsible for the
contents stated herein. N.B.Research expressly disclaims any and all liabilities that may arise from information, errors or omissions
in this connection. This document is not to be considered as an offer to sell, or a solicitation to buy any securities. N.B.Research, its
affiliates and their employees may from time to time hold positions in securities referred to herein. N.B.Research or its affiliates
may from time to time solicit from or perform investment banking or other services for any company mentioned in this document.
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