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Investment Details

CMP (Rs.) 185.3

Target (Rs.) 230

Upside Potential (%)

From CMP 241

From initiating coverage price 19.3

Horizon (Months) 12M

Profile

Industry Capital goods
Market Cap (Rs cr.) 802.4
Face Value (Rs.) 2
52-week high/low (Rs.) 281.9/138
Book Value (Rs.) 111.9
Price / Book Value 1.7
PE Ratio (TTM) 8.9
Dividend (%) 150
Average Daily Volume (6 m) 10,874
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BUY
Sanghvi Movers Limited

Sanghvi Movers Ltd (SML) belongs to the Sanghvi Group, promoted by C P Sanghvi
and A P Sanghvi and is the largest domestic crane hiring company. In fact, as per Cranes
International magazine, it ranked third in Asia and ninth largest company in the world. It
is engaged in the business of providing hydraulic and crawler cranes to various industries
in the infrastructure space with a fleet size of 320 cranes with lifting capacity ranging
from 20 tons to 800 tons.

It operates from numerous depots located at Pune, Vadgaon, Chakan, Nagpur, Jamnagar,
Bharuch, Delhi, Cuttack, Bangalore, Chennai and others. Most of the sectors that SML
caters to are priority sectors for the government and attracts sizable investment every
year. Wind power, steel, power, refinery, cement, metals, construction and paper are
major industries, which it services. The company also has operations in power
generation wind mills of 5.05 megawatts installed in states of Rajasthan and Karnataka.
However, company does not have any plan to expand the power business in near future
and cranes operation remains its main business as it contributes over 98% of total
revenues.

KEY INVESTMENT ARGUMENTS

» Large Market share

SML is the market leader in this segment with a fleet size of 320 cranes. In fact, as
per Cranes International magazine, it ranked third in Asia and ninth largest
company in the world. In the domestic crane market, its overall market share is
around 45-50%. In the high-end segment (above 100 tonnes), it enjoys above 60%
market share, whereas, in the ultra high end category its market share is as high as
70-75%. It is well poised to take advantage of pick up in the pace of expansion in
infrastructure sector.

» Turnaround in Capex cycle to benefit
FY 10 was a muted year so far Capex is concerned mainly due to overall slowdown
in the economy. However, we expect the pace of turnaround in the Capex cycle to
increase on the back of gradual economic recovery, easing credit market and
expected higher investment from government. Orders from construction industry is
picking up. SML is a major beneficiary of this turnaround in the Capex cycle.

» Continuous expansion shows managements’ strong business confidence
The continuous investment in business reflects managements’ confidence in the
business. In FY05 it invested Rs 81 cr and Rs 170 cr during FY06. Further, it
invested around Rs 180 cr and Rs 220 cr during FY07 and FY08. Even during
FY 10, it completed expansion of Rs 160 cr. For the next financial year, FY11, it
has a Capex plan of around Rs 180 cr to Rs 200 cr. However, it is relatively
lesser than planned earlier due to delay in projects in user industries. This money
will be mainly utilized to increase the number of cranes. Not more than Rs 5 cr will
be invested in increasing the number of depots. Currently, it has 12 depots. We
expect the higher sales growth due to increase in fleet size and improved business
prospects.

» Large beneficiary of growth in power sector
The company’s strategy to focus on power sector, which is growing exponentially
and is a major revenue contributor, augurs well. Over 20,000 mega watt of power is
planned to be added during FY11. Alone, public sector companies engaged in
power business has a Capex plan of over Rs 50,000 cr in FY11. Crane wise SML
has the capability of putting up 100,000 MW power stations at various power
projects. Also, its current business relation with major companies engaged in
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RONW (%) )
power sector such as BHEL, Reliance Infrastructure, NTPC, Lanco, BGR Energy,
331 SEEPCO and JSW Energy including many others is likely to help it reaping the
’ benefit.

> Business diversification across sectors

The company’s revenues are well diversified in terms of sectoral contribution. Four
sectors—power, wind power, cement and refinery & gas—contributed around 88%
of the overall revenues of the company for FY10. The contribution from power
sector was highest at 38%. Wind power, cement and refinery & gas contributed
around 22%, 18% and 10%, respectively to the total revenues. The revenue

Fyor Fvo8 FY09 FY10 contribution from wind power segment has decreased substantially in comparison to
last year, when it accounted for 27% of the revenues. Same time, contribution from
cement sector increased significantly to 18% in FY10 from 11% in FY09.
Currently, company focuses more on power sector owing to its huge potential for
growth.

Book Value

Revenue contribution FY09 Revenue contribution FY10

Others, 15% Others, 2%
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» Strong clientele
SML has a decent list of clients such as Suzlon, Reliance, Aditya Birla Group,
Debt to Vedanta Group, BHEL, Tata Steel, ONGC, NTPC, Lanco, BGR Energy etc and is
Equity expected to be benefited the most from the turnaround in the investment cycle.

» Improvement in debt/equity ratio — lower interest cost — better margins
As on March 31, 2010, SML’s debt and equity mix stood at 1.01:1. We expect debt
to equity ratio to improve on the back of repayment of debt and increase in reserves.
The company intends to repay its debt to the tune of around Rs 160 cr during FY11.
The Capex planned will be partly financed by long term loans.

» Robust growth expected in FY11

For the last five years, it posted a net sales and net profit CAGR of 34.2% and
45.9%. But during FY 10, both top line and bottom line was hurt on the back of
lower utilization. A few heavy duty cranes remained idle for a few months. Despite
this, EBIDTA and APAT margins stood at decent levels at 80.3% and 27.5% for
FY10. Return on net worth was 19.2% relatively lower than that of previous year.
Going forward in FY11, we expect net sales and net profit to grow by around 13-
15% on the back of increase in fleet size, improving economic condition and
turnaround in Capex cycle.

FYO07 FY08 FY09 FY10

EBIT Margin
(%)

KEY CONCERNS

» Any slowdown in pace of economic recovery may hurt revenues
Slowdown in the pace of economic recovery may result in postponement of their
Capex. Also, this may result in lower utilization level translating into lower
revenues.

FYO7  FY08  FY09  FY10 » High depreciation to hurt profit margins

We expect profit margins to decline by around a percentage points on the back of
high depreciation cost. However, the EBITDA margins are likely to remain more or
less stable.
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CONCLUSION

APAT Margin (%)

Sanghvi Movers Ltd has a market capitalization of Rs. 802.4 cr and is trading at a
share price of Rs. 185.3. At the FY10 EPS of Rs 20.9 it is available at PE of 8.9
times. In terms of price to book value and market cap to sales ratio, it is available at
1.7 times and 2.4 times, respectively. In FY'11, we expect net sales and net profit to
grow by around 13-15% on the back of increase in fleet size, improving economic
condition and turnaround in Capex cycle. The stock is an attractive buy considering
the growth prospects of the company. The PE and other valuation parameters ensure
that one is not overpaying for the growth.

FYO07 FYO08 FY09 FY10

We recommend a “BUY” on the stock with an investment horizon of 12 month
and target price of Rs 230.
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FINANCIAL STATEMENTS:

Income Statement:

Rs.
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Crores

Particulars Q4FY10 Q3FY10 Q4FY09 QoQ (%) YoY (%)

Net Sales 85.7 82.8 94.4 3.6 -9.2

Other Income 6.2 1.1 0.2 477.6 2,990.0

Total Income 91.9 83.8 94.6 9.6 -2.8

Total Expenditure 19.6 20.2 18.9 -34 3.7

% of sales 22.8 24.4 20.0 -1.6 2.8

PBIDT 724 63.6 75.8 13.8 -4.5

PBIDT margin (%) 84.4 76.9 80.2 7.6 4.2

Interest 114 12.0 14.5 -5.4 -21.7

PBDT 61.0 51.6 61.2 18.2 -0.4

Depreciation 21.5 20.0 18.9 7.8 14.1

PBIT 50.9 43.7 56.9 16.5 -10.6

PBIT margin (%) 59.3 52.7 60.3 6.6 -0.9

Tax 8.8 8.0 12.0 9.5 -26.6

Adjusted Profit 24.9 20.9 25.6 19.1 -2.7

NPM (%) 29.1 25.3 27.1 3.8 1.9

Financials: Rs. Crores

201003E 200903 200803 200703

Share Capital 8.7 8.7 8.8 8.2
Networth 469.6 394.4 303.6 204.1
Total Income 342.7 361.5 257.0 206.0
Total Expenditure 789 83.3 68.0 48.3
Revenues 331.5 357.5 254.3 178.6
EBITDA 363.9 278.2 189.0 157.7
Other Income 112 4.0 2.6 274
APAT 90.4 99.1 71.3 47.1
Operating Cash Flows 121.8 103.8 70.0
Free Cash Flows -109.8 -118.5 -105.9
Dividend % 150.0 100.0 150.0 125.0
CEPS (Rs.) 39.1 38.7 26.9 238
EPS (Rs.) 20.9 23.0 16.1 15.3
Debt-Equity Ratio 1.0 1.3 1.3 1.8
Interest Coverage Ratio 3.9 4.0 4.6 3.9
RoNW % 19.2 29.0 28.7 33.1
EBITDA Margin % 80.3 77.8 74.3 73.8
EBIT Margin % 56.3 58.8 55.6 54.3
APAT Margin % 275 28.3 28.6 26.4
Cost of debt 9.8 12.2 9.6 9.7
Market Cap/Sales 2.4

PE Multiple 8.9

P/BV Ratio 1.7

3yr CAGR %

18.5
17.8
22.9
321
-25.7
243

17.9
10.9
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Disclaimer: This document has been prepared by Bajaj Capital Centre for Investment Research (BCCIR), a unit of Bajaj Capital
Limited (BCL). BCL and its subsidiaries and associated companies form an integrated unit imparting investment banking,
investment advisory and brokerage services in stocks, mutual funds, debt, real estate, personal finance etc. Our research
analysts and sales persons provide important input into our investment banking and advisory activities.

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official
confirmation of any transaction.

The information contained herein is from publicly available data or other sources believed to be reliable. We do not represent
that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared
for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The user
assumes the entire risk of any use made of this information. Each recipient of this document should make such investigations as
it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this
document (including the merits and risks involved). The investment discussed or views expressed may not be suitable for all
investors.

Affiliates of BCL may have issued other reports that are inconsistent with and reach to a different conclusion from the
information presented in this report.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located
in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject BCL and affiliates to any registration or licensing requirement within such jurisdiction.
The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons
in whose possession this document may come are required to inform themselves of and to observe such restriction.

BCL & affiliates may have used the information set forth herein before publication and may have positions in, may from time to
time purchase or sell or may be materially interested in any of the securities mentioned or related securities. BCL and affiliates
may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein.
Without limiting any of the foregoing, in no event shall BCL, any of its affiliates or any third party involved in, or related to,
computing or compiling the information have any liability for any damages of any kind. Any comments or statements made
herein are those of the analyst and do not necessarily reflect those of BCL and affiliates.

This Document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed
and may contain confidential and/or privileged material and is not for any type of circulation. Any review, retransmission, or any
other use is prohibited.

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. BCL will
not treat recipients as customers by virtue of their receiving this report.

Disclosure of interest:

1. BCL and its affiliates have not received compensation from the company covered herein in the past twelve months for Issue
Management, Capital Structure, Mergers & Acquisitions, Buyback of shares and other corporate advisory services.

2. Affiliates of BCL are currently not having any mandate from the subject company.

3. BCL and its affiliates do not hold paid up capital of the company.

4. The Equity Analyst and his/her relatives/dependents hold no shares of the company covered as on the date of publication of
research on the subject company.

© Copyright in this document vests exclusively with BCL.
Bajaj Capital Centre for Investment Research

Bajaj Capital Ltd

97, Bajaj House, Nehru Place

New Delhi 110019

Tel 4169 3000, 4169 2900, Ext. 1516

Email: bccir@bajajcapital.com
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