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Continued pressure on margins

Sterlite Technologies Ltd (STL) reported lower than expected numbers as its
operational efficiencies continue to remain under pressure. The bottomline
was a drag due to higher interest cost and depreciation.

Revenues for the quarter stood at Rs. 663.5 cr, up 14.5% on a YoY basis. Sales
from the Power Transmission business were up by 13%, YoY whereas sales from
the Telecom business were up by 19%, YoY on the back of strong volumes in the
telecom business. Volumes from the power conductor business (32600 MT)
were lower on QoQ and YoY basis.

EBITDA for the quarter was Rs. 52.2 cr, up 21.2%, YoY and 3.6%, QoQ. EBITDA
margin continues to remain under pressure and came in at 7.8% for the quarter.
This is primarily due to lower margins in the telecom business as the capacity
expansion continues to face cost overruns and stabilization issues.
EBITDA/tonne for the power conductor business showed signs of improvement
on QoQ basis. (7900/tonne as compared to 6400/tonne).

PAT for the quarter was Rs. 9.5cr, down by 43%, YoY and 25%, QoQ. PAT margin
suffered as a result and came in at 1.4% for the quarter. This was primarily due
to higher interest costs (up 80%, YoY) due to high debt and higher depreciation
costs (up 42%, YoY) due to the merger of its subsidiary (Sterlite Infratech) with
itself.

Order book for the quarter stands at Rs 2400 cr and STL received orders worth
Rs. 680 cr for the quarter. PGCIL is expected to come out with tenders for
150000 MT of conductors in Q4FY12 which is expected to result in better order
booking for the power conductor business.

Valuation & Recommendation

Concerns on the profitability continue as the telecom business faces pressure
due to cost over runs and plant stabilization issues for its capacity expansion.
Power Conductors business shows slight improvement in margins but is still
significantly lower than its historical levels. The volumes in the power conductor
business are expected to be better in the coming quarters. We have revised our
FY12 estimates in view of current results and the management commentary
and introduced FY13 estimates. We value STL at 12x its FY13E EPS of 4.03 for a
target price of Rs. 48 and maintain our Hold rating.

We expect the company to perform better in FY13 on the back new capacities
coming online, improving realization in the power conductor business and
stabilization of the new fiber optic capacity.

EBITDA PAT
ot s o | || e | o | e |
FY 10A 2431 6.2 381 15.7 246 10.1 7.3 5.3 4.4 32%
FY 11A 2262 -7.0 265 11.7 140 6.2 3.9 9.9 8.1 14.4%
FY 12E 2688 18.8 203 7.6 55 2.0 1.4 27.9 11.5 5.0%
FY 13E 3273 21.8 369 11.3 158 4.8 4.0 9.7 6.8 13.0%
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Met Revenue 664 J07 6% 578 15%
Operating Exp. 611 657 7% 53g 14%
EBITDA 52 SC 4% 43 21%
EBITDA (%) 7.9% 7.1% 75 hps 7.4% 43 hps
Depreciation 20 15 26% 14 43%
EBIT 33 35 = 29 12%
EBIT (28] 4.9% 4.9% 0 hps 5.0% 13 bps
nterest 23 21 12% 13 80%
Other Income 3 3 B% 7 53%
Tax Provision 3 5 28% 7 -52%
Tox Raots (%) 15.8% 2B4% -gdbps  29.2% -343 bps
PAT 95 126 25% 17 -43%
Extraordinary ltems o o MA o MA
Reported PAT 9.5 126 25% 17 43%
Reported PAT (%) 1.4% 1.8% -36 bhps 29% -145 bps
EPS 0.24 032 25% 0.47 40%
Source: Company, Nirmal Bang Research

Segment Q3FY12 Q2F¥12 Qod Q3FY11 Yo
Segment Revenue

(@) Power Transmission Business 478 515 -8% 422 13%
os % of soles 72% 7% 73%

(k) Telecom Products & Solutions 188 193 2% 157 19%
o5 % of sales 28% 27% 27%

Total Segment Income 664 J07 -6% 578 15%
PEDIT

(g) Power Transmission Business 26 24 9% 12 111%
PBDIT (35) 5.4%  46% 2.9%

(k) Telecom Products & Solutions 30 30 0% g 21%
POBIT (%) 159% 156% 24.2%

Tota 1= 54 4% 50 11%

0

ource: Company, Nirmal Bang Research

We have revised our FY12 estimates on the back of continued pressure on the
operational front leading to concerns on profitability and introduced FY13 estimates.

FY12E
Ooid New
Revenue 2762.3 2688.3
EBITDA 316.5 203.3
EPS 3.5 1.4
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Valuation and Recommendation

The power conductor business has shown improvement in terms of margins, however
lower volumes this quarter is a concern. PGCIL is expected to come out with tenders for
150000 MT in Q4FY12 and we feel this would lead to better orderbooking in Q4FY12.
However concerns over the margin in the telecom business continue this quarter with no
signs of pressure easing in the current fiscal. High interest expense will continue to weigh
down on profitability. In view of the concerns over the profitability we have revised our
FY12 estimates and introduced FY13 estimates. We value STL at 12x its FY13E EPS of 4.03
for a target of Rs. 48 and maintain our Hold rating.

We expect the company to perform better in FY13 on the back new capacities coming
online, improving realization in the power conductor business and stabilization of the new

fiber optic capacity.
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Financials

Profitability (Rs.In Cr) FY10A FY11A FY12E FY13E

¥ /E - March

Revenues - Net 2431.6 2262.6 2688.3 3273.2

% chonge 6.2% -70% 1B8% 218%
EBITDA 381.0 265.6 2033 32695
% change in EBIDTA 62.7% -30.3% -23.5% B1EB%
nterest 38.1 47.4 26.6 g8.4
EEDT 3428 218.2 1166 271.1
Depreciation 483 56.0 B7.9 73.5
Other Income 229 16.0 25.0 15.0
Extraardinary 0.0 0.0 0.0 0.0
PBT 317.5 178.2 738 2127
Tax 714 37.7 13.8 542
PAT 2451 1405 550 1584
Adj. PAT 246.1 1405 55.0 158.4
Shares ofs { Mo. in Cr.) 335 39.3 39.3 39.3
Adj Diluted EPS 7.3 3.9 1.4 4.0
Cash EPS 8.8 5.0 3.1 55
DPS (%) 5% 35% 253 35%

Quarterly (Rs.In Cr) Mar-11 Jun-11 Sep-11 Dec-11

Revenue 682.23 547.33 707.28 66353
EBITDA 48.98 3019 5040 5223
nterest 18.22 2185 2075 2318
EEDT 30.76 834 29.65 29.05
Dep 1575 1483 1560 1962
Other Inc. 007 1380 3.15 333
Extraardinary 0.00 0.00 0.00 0.00
PBT 15.08 7.51 1720 1296
Tax 488 2.28 454 1116
PAT 10.20 5.23 1266 0.47
EPZ (Rs.) 0.26 013 0.32 024

Operational Ratio FY10A FY11lA FY12E FY13E

EBITDA margin (%) 15.7% 11.7% 76% 11.3%
Adj PAT margin (35) 10.1%  6.2%  20%  48%
adj EPS Growth (38) 110.6% -42.9% -50.9% 1883%
Price Earnings (x) 5.3 3.5 78 =
Book Value (Rs.) 27.2 26.3 9.2 327
ROE (%) 320% 144% 50% 13.0%
ROCE (34) 28.4% 14.8% B6E% 14.2%
Debt Equity Ratio o4 0.6 0.7 0.8
Price / Book Value () 1.4 1.5 1.3 1.2
EY / 5ales 0.7 1.0 09 0.8
EV / EBIDTA 4.4 8.1 115 6.8

Source: Company, Nirmal Bang Research

Sterlite Technologies Ltd

Financial Health (Rs. In Cr)
¥ f E- March

Share Capita

Warrant

Rezerves & Surplus
Met Worth

Teotal Leans
Deferred Tax Liabilities
Total Liabilities
Met Fixed Assets
Investments
Current Assets
nventory

Debtors

Cash

Loans & Ady
Current liahility
Provisions
Working Capital
Total Assets

Cash Flow (Rs. In Cr)
Operating
Operating Income
Change in W
Other Adjustment
CF from Operation
Investment

Capex

Other Investment
Total Investment

Financing
Dividend Paid
Share Capita
Premium / Reserve
Borrowing

Other Income
Other

nterest

Tax Paid

Total Financing
Met Chg. in Cash
Cash at beginning
Cash at end

FY10A

75.0
27.11
813.9
916.0
358.2

60.2

1334.4

683.4
106.1

1166.3

170.9
629.0
087
158.7
570.4

511
544.8

1334.4

FY10A

381.0
11.8
-11.0
381.7

-a4.0

-78.1

= i

2 L [~
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(28]

-87.2
-171.8
151.8
778
087
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FY11A FY12E FY13E
743 7B.B 788
2712 .00 0.00
9345 106591 12049
1035.9 1147.7 12835
£19.8 7594.8 954.8
66.0 59.0 775
1721.7 2011.4 2355.7
866.9 998.3 1024.8
108.8 258.8 558.8
1538.3 1545.0 17109
1814 239.6 igg.4
B866.5 9le.2 1087.7
1301 451 56.8
3a0.3 350.0 300.0
755.8 753.5 899.7
36.6 37.2 39.2
745.9 754.3 772l
1721.7 2011.4 2355.7
FY11A FY12E FY13E
265.6 203.3 3685
-280.7 -85.3 -10.2
3.3 0.0 0.0
-9.7 114.0 359.4
-i449  -199.2 -100.0
-2.7  -150.0  -300.0
-247.6 -349.2 -400.0
-23.0 218 -221.B
0.2 7.3 0.0

2.2 721 0.0
261.6 175.0 200.0
16.0 25.0 15.0
0.0 0.0 0.0
-47.4 -BB.6 g98.4
-31.8 15.8 -45.7
177.7 154.3 48.3
-78.6 80.9 7.5
2097 1530.1 451
1301 451 56.8
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Disclaimer:

This Document has been prepared by Nirmal Bang Research (A Division of Nirmal Bang Securities PVT LTD). The information, analysis and
estimates contained herein are based on Nirmal Bang 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 Nirmal Bang Research opinion and is meant for
general information only. Nirmal Bang Research, its directors, officers or employees shall not in any way be responsible for the contents stated
herein. Nirmal Bang 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. Nirmal Bang Research, its affiliates and their employees
may from time to time hold positions in securities referred to herein. Nirmal Bang 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.

Nirmal Bang Research (Division of Nirmal Bang Securities PVT LTD)

B-2, 301/302, Marathon Innova,
Nr. Peninsula Corporate Park
Lower Parel(W), Mumbai-400013
Board No. : 91 22 3926 8000/8001

Fax.:022 3926 8010
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