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The Company:

Pratibha Industries Limited or “Pratibha” is the flagship company of

the Pratibha Group and is engaged in the Design, Engineering and
Execution/Construction of complex & integrated Water
transmission & distribution projects, Water treatment plants,
Elevated and Underground reservoirs, Mass housing projects,
Commercial complexes, Pre-cast design & construction, Road

construction and Real estate.

The Company operates through two divisions: Infrastructure
division and Saw pipes division. To utilize the immense opportunity
in the domestic Infrastructure sector, the company apart from Water
supply segment is planning to have strong presence in Road, Retail,
Urban, Oil and gas transmission and Power segments on a
Standalone basis or through Joint Ventures, Strategic alliances or

Acquisitions.

Investment Rationale

Stupendous Financial performance over the past few years

Over the past few years, Pratibha has recorded excellent financial
and operating performance and evolved as a full-scale Infrastructure
company from a small construction player in the Water supply
segment. The Total income of the company has grown multifold,
accelerating by a CAGR of more than 60% in the last 4 years from
Rs 175 Crore (FY 06) to Rs 810 Crore (FY 09). The Operating profit
too displayed the similar performance clocking a CAGR of 62.3%
and growing from Rs 23 Crore (FY 06) to Rs 97 Crore (FY 09).
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PRATIBHA

Industry: Construction & Engineering

% Upside

Last Traded Price
BSE Sensex 16260

Market Price 313
Market Cap (Cr.) 522
Reuters Code PRTI.BO
BSE Scrip Code 532718
NSE Scrip Code PRATIBHA
52 Week High 374
52 Week Low 53
FV/Share 10
Book Value/Share 135
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Company FY08 FYO09 FY 10E FYIIE
Net Revenue 565.1 805.8 956.7 1279.1
Operating Exp. 498.8 714.2 839.1 1127.1
EBITDA 66.3 96.6 123.7 159.5
Profit after Tax 34.3 44.7 44.0 58.7
EPS 20.5 26.8 26.4 35.1

* EPS based on Current Equity Share Capital

Share Holding Pattern as on Dec 31, 2009
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Yearly Financials - Pratibha Industries Limited
FV0s | FV07 | FVos | PV

Total Income 174.6 300.9 565.1 810.8
% Growth 43.8% 72.3% 87.8% 43.5%
Operating Expenses 152.1 263.8 498.8 714.2
% Growth 43.8% 73.4% 89.1% 43.2%
EBITDA 22.6 37.1 66.3 96.6
OPM 12.9% 12.3% 11.7% 11.9%
Interest expenses 7.1 12.3 22.5 34.1

Depreciation 0.7 1.1 3.6 7.1

Provision for Taxes 1.4 3.1 5.9 10.7
Net profit 13.4 20.5 34.3 44.7
% Growth 65.1% 53.6% 67.0% 30.5%

The Bottom-line expanded by over three times from Rs 13 Crore (FY 06) to
Rs 45 Crore (FY 09) and registered a healthy CAGR of more than 49%
during that period. Marginal lag in the Bottom-line performance viz-a- viz
the strong growth in Operating profit was due to the high % increase in

Depreciation and Provisions for Taxes compared to a very small base.

Healthy Quarterly Performance on both Operational and
Financial Front

Pratibha witnessed healthy growth on the Revenue front for the quarter
ended Dec, 09. The Total Revenue increased 21.2% to Rs 234 Crore (Q3, 10);
led by a prominent performance of the Infrastructure and Construction
segment of the company which grew by 38.6% to Rs 270 Crore (Q3, 10)
compared to Rs 195 Crore (Q3,09).

Segmental Quarterly Performance - Pratibha Industries Limited

Infra & Const 269.7 38.6% 194.5 23.4% 218.6
Manufacturing 48.8 227.4% 14.9 18.8% 41.1
Gross Sales 318.5 52.1% 209.4 22.7% 259.7
Inter-Segment Sales 81.9 376.9% 17.2 67.0% 49.1
Net Sales 236.5 22.3% 193.4 12.3% 210.6

Strong performance in Infrastructure and Construction, which contributes
more than 80% of the Gross Revenues of Pratibha was coupled with Firm
growth in the Manufacturing segment which registered an income of Rs 49
Crore (Q3, 10) against Rs 15 Crore (Q3, 10).

On Sequential basis also both the Segments recorded good growth of 23.4%
(Infraand Const) and 18.8% (Manufacturing).
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Segmental Quarterly Performance - Pratibha Industries Limited

Total income 236.6 22.4% 193.4 12.3% 210.6
Raw materials 164.8 16.2% 141.8 7.6% 153.2
% of Sales 69.7% 73.3% - 72.7%
Total Operating Exp 201.3 20.7% 166.7 10.6% 181.9
EBITDA 35.3 32.4% 26.7 23.2% 28.6
OPM 14.9% - 13.8% - 13.6%
Interest Expense 17.7 30.1% 13.6 80.3% 9.8

Depreciation 3.9 151.8% 1.5 -5.4% 4.1

Provisions & Taxes 2.7 8.6% RS -33.3% 4.1

Net Profit 11.0 22.2% 9.0 3.2% 10.6
NPM 4.60% - 4.6% - 5.1%

Backed by proficient performance on the Top-line, the Operating Profit
(EBITDA) too jumped by more than 32% to Rs 35 Crore (Q3, 10) equated to
Rs 27 Crore (Q3, 09). Rise in EBITDA can be mainly attributed to the fall in
Raw material costs, which as a % of Sales slid to 69.7% (Q2, 10) in
comparison to 73.3% (Q3, 09). The Total Operating Expenses grew to Rs 201
Crore (Q3, 10) from Rs 167 Crore (Q3, 09), rising by 20.7% on YoY basis.
The OPM's of the company expanded by more than 110 bps on YoY basis
from 13.8% (Q3, 09) to 14.9% (Q3, 10); and by more than 130 bps on
sequential basis from 13.6% (Q2, 10).

Trend in OPM & NPM over past Six Quarters
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Inflicted by sharp rise in Interest and Depreciation costs, owing to low base in
(Q3,09)and (Q2, 10); the Net profit of the company recorded a modest rise to
Rs 11 Crore (Q3, 10) from Rs 9 Crore (Q3, 09) and Rs 10.6 Crore (Q2, 10).
The Net Profit margins remained flat around the 4.6% mark on YoY basis
while slipped by 50 bps when compared on back to back quarters.

Industry Review

During the period 2003-2008, India clocked an average GDP growth rate of
more than 8%, while the average growth rate in 2005-2008 was more than
9%. The growth of the domestic economy was actuated by increase in
Exports, solid economic growth in all spheres of economic activity, soaring
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Investment in terms of FDI/FII etc., emergence of India as a low cost
manufacturing destination and high domestic consumption. At the same time
the robust growth in GDP has exposed the grave inadequacies in the
country's infrastructure sector. The strong population growth and the
booming economy is casting enormous pressure to modernize and expand
our social and physical infrastructure.

Planned Infrastructure Investment in India (In $Bln)

‘Water supply and
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Source: Company Data, JRG Research

With a view to accelerate infrastructure development in the country, the
government has earmarked substantial funds for growth of the sector. The
Government of India (Gol) has envisaged an investment of more than $582
Billion in Infrastructure over the XIth five year plan. The total estimated
capital outlay comes around 2.68X, the total investment during the previous
five year plan ($ 217 Billion). The resources will be mobilised partly from
Public sector funding and partly from Private investment through Public
Private Partnerships (PPP). It is estimated that out of the total outlay on
infrastructure sector, around 30% will come from Private participation while
the balance through Public funding. The commitment for improved
infrastructure will ensure all round development of infrastructure facilities,
these includes Urban infrastructure, Highways, Roads, Mass housing,

Airports, Irrigation projects, Drinking water projects etc.

As the overall Infrastructure and Construction sector attracts and absorbs
thousands of Rs Crore for different Projects, Pratibha is poised to benefit
from the same. It's financial strength, project execution capabilities and
strong leadership skills; position’s it to effectively avail, all the opportunities
present in the sector and create new ones going forward. In addition to the
developments in the Water segment, Pratibha has consistently worked on to
explore other diverse and varied activities. In addition to the internal
strengths, the company has unique quality to forge strategic alliance with

other players on local and global level.
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Financial Projections and Valuation

Backed by the strong Order backlog of around Rs 3500 Crore, the company
is expected to register healthy growth in the future as well. The Total income
of Pratibha is expected to record a CAGR of around 26% and rise to Rs 1287
Crore (FY 11E) compared to Rs 963 Crore (FY 09). With the OPM's
expected to register marginal improvement over the next two years, the
EBITDA is seen rising at a CAGR of 28.5% and grow to Rs 160 Crore (FY
11E)equated to Rs 97 Crore (FY 09).

Financial Projections - Pratibha Industries Limited

FY 08 FY 09 FY 10E FY 11E

Total income 565.1 810.8 962.8 1286.6
% Growth 87.8% 43.5% 18.8% 33.6%
Total Operating Exp 498.8 714.2 839.1 1127.1
% Growth 89.1% 43.2% 17.5% 34.3%
PBDIT 66.3 96.6 123.7 159.5
OPM 11.7% 11.9% 12.9% 12.4%
Interest expenses 22.5 34.1 51.5 64.4
Depreciation 3.6 7.1 14.1 17.7
Provision & Taxes 5.9 10.7 14.1 18.8
% of Taxes 14.7% 19.3% 24.3% 24.3%
Net profit 343 44.7 44.0 58.7
% Growth 67.0% 30.5% -1.5% 33.2%

The Interest expenses are seen rising at a higher pace, as the company is
expected to take additional Debt to complete the strong orders in different
segments. This coupled with acute jump in the Depreciation costs and
Provisions for Taxes, owing to lower base; is expected to inflict the
performance of the Bottom-line of the company going forward. The Net
Profit is expected to register a flat performance in the current fiscal year
while is seen jumping by more than 33% in the next fiscal year and grow up-

toRs 59 Crore (FY 11E).

Recommendation

At the trailing market price of Rs 313, Pratibha is trading at less than 9X its
FY 11E, EPS of Rs 35 and 1.6X its FY 11E Book Value of Rs 192 which
offers good upside potential. Considering the Current Equity capital of 16.7
Crore, the stock is available at just 0.41X its FY 11E, Sales/Market Cap ratio
which is a significant discount to other listed peers of the similar size. We
Recommend to “Buy” the stock at current level and Buy again if it falls
in the range between Rs 280-260 for a 15 Months Target of Rs 391.
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Disclaimer:

This document has been prepared by JRG Securities Ltd. and is meant for the recipient for use as intended and not for circulation. The information presented in this
document is not an offer/recommendation to buy or sell securities. Opinions expressed in this article are the independent views of the author(s). The information/s,
opinions and analysis contained are collected from sources believed to be reliable, but no representation, expressed or implied, is made as to its accuracy, completeness
or correctness. Neither JRG Securities Ltd., nor any person connected with it, accepts any liability arising from the use of this document. It should be noted that price and
value of the security/ies referred to in this report may go up or down and that past performance is not a guide for future performance. Investors are urged to exercise their
own judgment before investment as security/ies discussed in this report may not be suitable for all investors. Investors must make their own investment decision based on
their own investment objectives, goals and financial position and based on their own analysis. We will be updating you in due course about the positive or negative
developments, directly or indirectly affecting the security/ies discussed in this report. But, it should be noted that JRG Securities and its associated companies, their
directors and employees do not undertake any obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that may
prevent JRG Securities from doing so. JRG Securities Ltd., may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities
of the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential
conflict of interest with respect to security/ies mentioned herein or inconsistent with any recommendation and related information and opinions.
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