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Rating Sell
Target T401
Target Period 12 months

Potential Upside 26%

Key Financials

 Crore FY10 FY11 FY12E FY13E
Net Sales 3,185 4,893.9 5,284.7 4,915.9
EBITDA 384.1 566.1 553.3 554.7
Net Profit 141.4 381.8 391.5 367.7
EPS (%) 11.9 32.0 32.9 30.9
Valuation summary

FY10 FY11 FY12E FY13E
P/E 43.8 16.2 15.8 16.8
Target P/E 33.8 12.5 12.2 13.0
EV/EBITDA 14.5 9.9 10.1 9.9
P/BV 5.9 48 3.9 3.4
RoNW 13.5 29.6 249 204
RoCE 32.7 39.0 31.3 21.3

Market Capitalization % 6196.1 Crore

Total Debt (FY12E) % 48 Crore
Cash and Investments (FY12E) % 659.3 Crore
EV ¥ 5584.9 Crore
52 week H/L 705/391
Equity capital % 23.8 Crore
Face value 32
DIl Holding (%) 11.2
Fll Holding (%) 1.1
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Thermax Ltd (THERMA)
% 520

WHAT'S CHANGED...

PRICE TARGET ......ooveiveeceeeceeee e Changed from % 456 to < 401

EPS (FYTZE) ettt ettt sae s s b e e s s e e besessressreens Unchanged
o 2 1] = R Changed from ¥ 38 to T 30
RATING ... ..ottt Changed from Hold to Sell

Dismal order flows accentuate risk to growth...

Thermax delivered Q3FY12 results in line with our estimates. Reported
revenues stood at ¥ 1269 crore vs. our expectation of ¥ 1303 crore.
EBITDA margins at 10.7% were a tad above our estimate of 10.2%, even
though execution of EPC projects was high during Q3FY12.
Consequently, PAT declined 6% YoY to ¥ 96 crore. However, a
dwindling standalone order book at ¥ 5104 crore (20% de-growth) crore
poses a significant concern for FY13E revenue visibility, going forward.
We expect revenue and PAT to decline by 7% and 6%, respectively, for
FY13E on a YoY basis.

= Dismal order backlog weakens revenue visibility...

Significant headwinds in the power sector coupled with a challenging
macro environment, led to a 40% YoY de-growth in order intake at ¥ 590
crore. The standalone order book at ¥ 5100 crore, registered a 20% YoY
decline. A book to bill at 1.0x, coupled with client side delays in
execution, poses significant challenges to revenue visibility for FY13E.
Hence, we have revised down our revenue estimates for FY12 and FY13
by 2% and 12%, respectively.

= ...may lead to change in company’s order bidding strategy

Though the company maintained an EBITDA margin of 10.7% for the
quarter, the sustenance of the same will come under attack if order
inflows do not pick up as the company may bid for low margin orders. As
such, we have factored the same in our estimates but perception risks will
persist. We expect Thermax to report an EBITDA margin of 11.3% for
FY13E.

Valuation

Valuations at 16.8x FY13E EPS are demanding given the challenging
macro environment and dwindling revenue visibility. Hence, we have
assigned a lower P/E multiple of 13x (from 14x earlier) to arrive at a fair
value of ¥ 401 (X 456 earlier) and rate the stock as SELL from HOLD.

Exhibit 1: Financial Performance

(% Crore) Q3FY12  Q3FY12E  Q3FY11 Q2FY12 QoQ (Chg %) YaY (Chg %)
Total Operating Income 1269.3 1303.6 1241.2 1303.5 -2.6 2.3
EBITDA 135.4 136.6 146.4 140.5 -3.6 -15
EBITDA Margin (%) 10.7 10.2 11.8 10.8 -11 bps -113 bps
Depreciation 12.0 9.9 10.6 1.7 2.3 13.5
Interest 0.7 0.8 0.0 1.1 -31.3 NA
Other Income 15.7 13.4 1.7 20.8 -24.7 34.0
Reported PAT 95.5 94.7 99.3 101.7 -6.1 -3.8
EPS (}) 8.0 1.9 8.3 8.5 -6.1 -3.8

Source: Company, ICICldirect.com Research
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The backlog has declined by 20% YoY as order inflows for
Q3FY12 declined by 40% YoY. Thermax order backlog and
inflows for Q3FY12 stood at ¥ 5104 crore and ¥590 crore,
respectively

The book to bill ratio has continuously deteriorated and
currently stands at 1x TTM revenues

Revenue growth of 2% YoY was a tad below our
expectations. Out of the total revenues, 78% came from
the energy segment while 22% of the revenues came from
the environment segment. Export revenues came in at
% 469 crore, up 18% YoY Going ahead, we expect a bleak
backlog to lead to 7% revenue decline in FY13E

Exhibit 4: Trend in segmental revenues
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Exhibit 2: Trend of order backlog for consolidated business
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Exhibit 3: Book to bill ratio trend
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Exhibit 5: Energy segment dominates revenue mix
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Exhibit 6: EBITDA margin trend

EBITDA margins at 10.7% were above our estimates as
energy revenues were flattish but the environment
segment reported a modest 2% YoY jump. On a YoY basis,
margins contracted by 110 bps
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Source: Company, ICICldirect.com Research

Exhibit 7: Segmental EBIT margins
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Exhibit 8: Revised earning estimates

Particulars FY12E \ FY13E
Old New % Change Old New % Change
Due to weak order flows and a dismal outlook in terms of Revenue 5,376.0 5284.7 (1.7) 5,587.0 4915.9 (12.0)
order flows mainly from the power sector, we have EBITDA 596.0 553.3 (7.2) 632.0 554.7 (12.2)
revised our revenue estimates by 2% and 12% for FY12 EBITDA Margir 1.1 105 -62 bps 1.3 1.3 -3 bps
and FY13, respectively. Similarly, PAT estimates have PAT 418.0 391.5 (6.3) 453.0 367.7 (18.8)
EPS 35.1 32.9 (6.4) 38.0 30.9 (18.8)

been pruned down by 6% and 19% for FY12 and FY13,

respectively Source: Company, ICICIdirect.com Research

Other highlights for Q3FY12:

e The company is on track with respect to the capacity expansion
JV with B&W, which is likely to commence operations from
September 2012

e The net working capital is still positive for the company. The
amount of cash has declined by ¥ 100 crore to ¥ 590 crore as of
Q3FY12

e In terms of order inflows, the company has received a ¥ 70 crore
order from the metal sector. The company is also witnessing
good traction from sectors such as food processing and
chemicals
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Financial summary

% Crore) % Crore)
(Year-end March) FY10 FY11 FY12E FY13E (Year-end March) FY10 FY11 FY12E FY13E
Total operating Income 3,185.5 4,893.9 5,284.7 4,915.9 Profit after Tax 141.4 381.8 3915 367.7
Growth (%) -2.4 53.6 8.0 -1.0 Add: Depreciation 40.4 43.2 46.0 49.8
Raw Material Expenses 2,058.5 3,415.9 3,706.6 3,452.5 (Inc)/dec in Current Assets -348.6 -392.0 -431.5 193.7
Employee Expenses 256.7 290.7 368.6 426.1 Inc/(dec) in CL and Provisions 774.5 188.0 155.8 -341.3
Other Operating Expenses 495.6 452.2 543.3 598.7 Others 33 3.0 5.0 5.0
Administrative Expenses 0.0 0.0 0.0 0.0 CF from operating activities 607.7 221.0 155.7 270.0
Other expenses 0.0 0.0 0.0 0.0 (Inc)/dec in Investments -201.7 -26.2 0.0 0.0
Total Operating Expenditure 2,808.4 4,212.4 4,626.5 4,470.4 (Inc)/dec in Fixed Assets -87.9 -54.7 -42.8 -42.9
EBITDA 384.1 566.1 553.3 554.7 Others 0.0 0.0 0.0 0.0
Growth (%) -1.3 474 -2.3 0.3 CF from investing activities -290.4 -77.9 -42.8 -42.9
Depreciation 40.4 43.2 46.0 49.8 Issue/(Buy back) of Equity 0.0 0.0 0.0 0.0
Interest 1.5 0.0 3.0 4.8 Inc/(dec) in loan funds 0.0 48.0 0.0 0.0
Other Income 49.8 52.3 67.8 48.8 Dividend paid & dividend tax -69.5 -124.5 -111.5 -139.4
PBT 2711 575.1 572.1 548.9 Inc/(dec) in Sec. premium 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 0.0 Others 0.0 1.6 0.0 0.0
Total Tax 135.6 190.6 180.6 181.1 CF from financing activities -52.5 -92.7 -111.5 -139.4
PAT 141.4 381.8 391.5 367.7 Net Cash flow 264.8 50.4 1.3 81.7
Growth (%) -50.8 170.0 25 -6.1 Opening Cash 342.7 607.5 658.0 659.3
EPS (%) 1.9 32.0 329 30.9 Closing Cash 607.5 658.0 659.3 747.0
Source: Company, ICICIdirect.com Research Source: Company, ICICIdirect.com Research

(% Crore) (Year-end March) FY10 FY11 FY12E FY13E
(Year-end March) FY10 FY11 FY12E FY13E Per share data (%)
Liabilities EPS 11.9 32.0 32.9 30.9
Equity Capital 23.8 23.8 23.8 23.8 Cash EPS 15.3 35.7 36.7 35.0
Reserve and Surplus 1,026.9 1,268.1 1,548.0 1,776.3 BV 88.2 108.4 131.9 151.1
Total Shareholders funds 1,050.8 1,291.9 1,571.8 1,800.2 DPS 5.0 9.0 8.0 10.0
Total Debt 0.0 48.0 48.0 48.0 Cash Per Share 51.0 55.2 55.3 62.7
Deferred Tax Liability 17.2 20.1 20.1 20.1 Operating Ratios (%)
Minority Interest / Others 0.0 0.0 0.0 0.0 EBITDA Margin 12.1 11.6 10.5 11.3
Total Liabilities 1,068.0 1,360.1 1,640.0 1,868.3 PBT / Total Operating income 8.7 11.9 10.9 11.3

PAT Margin 4.4 7.8 7.4 1.5

Assets Inventory days 29.4 19.9 20.0 20.0
Gross Block 649.7 678.9 715.2 751.6 Debtor days 85.6 75.5 90.0 90.0
Less: Acc Depreciation 1771 208.9 247.0 281.7 Creditor days 83.6 60.4 60.0 60.0
Net Block 472.6 470.0 468.2 463.9 Return Ratios (%)
Capital WIP 11.2 29.7 29.7 29.7 RoE 13.5 29.6 24.9 20.4
Total Fixed Assets 483.7 499.7 497.9 493.6 RoCE 32.7 39.0 313 273
Investments 378.2 404.4 404.4 404.4 RolC 38.1 49.8 35.4 30.2
Inventory 246.4 282.3 292.4 242.0 Valuation Ratios (x)
Debtors 7471 1,001.3 1,293.1 1,202.5 P/E 43.8 16.2 15.8 16.8
Loans and Advances 301.4 309.4 424.8 453.0 EV/EBITDA 145 9.9 10.1 9.9
Other Current Assets 328.7 422.5 442.8 361.9 EV/ Net Sales 18 1.2 1.1 1.1
Cash 6075 6580 6593 7410 Market Cap / Sales 19 13 1.2 13
Total Current Assets 2,231.0 2,673.5 3,112.3 3,006.4 Price to Book Value 59 4.8 3.9 3.4
Creditors 729.9 801.6 862.1 801.6 Solvency Ratios
Total Current Liabilities 2,044.2 2,232.3 2,388.0 2,046.8 Debt / Equity 0.0 0.0 0.0 0.0
Net Current Assets 186.8 441.2 724.3 959.6 Current Ratio 11 1.2 13 15
Others Assets 0.0 0.0 0.0 0.0 Quick Ratio 08 0.9 1.0 1.1
Application of Funds 1,068.0 1,360.1 1,640.0 1,868.4
Source: Company, ICICldirect.com Research Source: Company, ICICldirect.com Research
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ICICIdirect.com Research coverage universe (Capital Goods)

Thermax NP (% Cr) EPS ) PE (x) P/BV (x) RoCE (%) RoE(%)

Idirect Code THERMA CMP 519 FY11 382 32.0 15.8 47 39.0 29.6
Target 401 FY12E 418 329 15.4 3.8 31.3 249

Mcap (X Cr) 6176 Upside (%) -22.1 FY13E 453 309 16.4 33 21.3 20.4

BGR Energy

Idirect Code BGRENE CMP 241 FY11 314 43.6 5.5 1.7 24.7 36.2
Target 296 FY12E 327 379 6.4 1.3 16.4 23.7

Mcap (% Cr) 1735 Upside (%) 22.8 FY13E 340 37.1 6.5 1.1 13.7 19.5

Hindustan Dorr

Idirect Code HINDOR CMP 35 FY11 54 15 4.7 0.9 221 20.8
Target 53 FY12E 21 2.9 11.9 0.8 1.1 6.7

Mcap (% Cr) 252 Upside (%) 51.4 FY13E 39 5.3 6.6 0.7 14.3 1.5

Sterlite Technologies

Idirect Code STEOPT CMP 39 FY11 135 3.6 10.7 1.4 12.4 13.1
Target 31 FY12E 47 1.2 32.8 1.4 6.8 4.4

Mcap (% Cr) 1385 Upside (%) -20.5 FY13E 127 3.2 121 1.3 1.7 10.9

KEC International

Idirect Code KECIN CMP 59 FY11 205 8.0 6.9 1.5 17.8 21.7
Target 68 FY12E 179 7.9 1.5 1.3 16.1 18.3

Mcap ( Cr) 1487 Upside (%) 15.3 FY13E 218 8.5 6.9 1.1 18.0 16.9

Jyoti Structures

Idirect Code JYOSTR CMP 48 FY11 110 12.7 3.8 0.7 23.4 17.4
Target 60 FY12E 88 10.7 45 0.6 19.1 13.2

Mcap (X Cr) 384 Upside (%) 25.0 FY13E 99 12.0 4.0 0.5 19.4 13.1

Source: Company, [CICldirect.com Research
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Exhibit 9: Recommendation History
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Source: Bloomberg, ICICldirect.com Research

Exhibit 10: Recent Releases

Date Event CMP  Target Price Rating
22-Jul-10 Q1FY11 Result Update 809 825 ADD
8-Oct-10 Q2FY11 Preview 804 825 ADD
28-Oct-10 Q2FY11 Result Update 855 884 ADD
10-Jan-11 Q3FY11 Preview 805 884 ADD
31-dan-11 Q3FY11 Result Update 669 730 BUY
8-Apr-11 Q4FY11 Preview 696 730 BUY
5-May-11 Q4FY11 Result Update 600 648 HOLD
6-Jun-11 Q1FY12 Preview 619 648 HOLD
25-Jul-11 Q1FY12 Result Update 609 648 HOLD
5-Oct-11 Q2FY12 Preview 408 648 BUY
24-0ct-11 Q2FY12 Result Update 425 456 HOLD
6-Jan-12 Q3FY12 Preview 419 456 HOLD

Source: Company, ICICldirect.com Research
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RATING RATIONALE

ICICIdirect.com endeavours to provide objective opinions and recommendations. ICICldirect.com assigns
ratings to its stocks according to their notional target price vs. current market price and then categorises them
as Strong Buy, Buy, Hold and Sell. The performance horizon is two years unless specified and the notional
target price is defined as the analysts' valuation for a stock.

Strong Buy: >15%/20% for large caps / midcaps, respectively, with high conviction;
Buy: > 10%/ 15% for large caps / midcaps, respectively;
Hold: Up to +/-10%;
Sell: -10% or more;
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICIdirect.com Research Desk,
ICICI Securities Limited,

1% Floor, Akruti Trade Centre,
Road No. 7, MIDC,

Andheri (East)

Mumbai - 400 093

research@icicidirect.com

ANALYST CERTIFICATION

We /I, Chirag J Shah PGDBM Sonabh Bubna MBA research analysts, authors and the names subscribed to this report, hereby certify that all of the views expressed in this research report accurately reflect
our personal views about any and all of the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or indirectly related to the specific recommendation(s)
or view(s) in this report. Analysts aren't registered as research analysts by FINRA and might not be an associated person of the ICICI Securities Inc.

Disclosures:

ICICI Securities Limited (ICICI Securities) and its affiliates are a full-service, integrated investment banking, investment management and brokerage and financing group. We along with affiliates are leading
underwriter of securities and participate in virtually all securities trading markets in India. We and our affiliates have investment banking and other business relationship with a significant percentage of
companies covered by our Investment Research Department. Our research professionals provide important input into our investment banking and other business selection processes. ICICI Securities
generally prohibits its analysts, persons reporting to analysts and their dependent family members from maintaining a financial interest in the securities or derivatives of any companies that the analysts
cover.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is strictly confidential and
meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without
prior written consent of ICICI Securities. While we would endeavour to update the information herein on reasonable basis, ICICI Securities, its subsidiaries and associated companies, their directors and
employees (“ICICI Securities and affiliates”) are under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICIC| Securities
from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI Securities
policies, in circumstances where ICICI Securities is acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or completeness guaranteed. This
report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial
instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their
receiving this report. Nothing in this report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific
circumstances. The securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate
the investment risks. The value and return of investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities and affiliates accept no liabilities for any
loss or damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the
risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to
change without notice.

ICICI Securities and its affiliates might have managed or co-managed a public offering for the subject company in the preceding twelve months. ICICI Securities and affiliates might have received
compensation from the companies mentioned in the report during the period preceding twelve months from the date of this report for services in respect of public offerings, corporate finance, investment
banking or other advisory services in a merger or specific transaction. It is confirmed that Chirag J Shah PGDBM Sonabh Bubna MBA research analysts and the authors of this report have not received any
compensation from the companies mentioned in the report in the preceding twelve months. Our research professionals are paid in part based on the profitability of ICICI Securities, which include earnings
from Investment Banking and other business.

ICICI Securities or its subsidiaries collectively do not own 1% or more of the equity securities of the Company mentioned in the report as of the last day of the month preceding the publication of the
research report.

It is confirmed that Chirag J Shah PGDBM Sonabh Bubna MBA research analysts and the authors of this report or any of their family members does not serve as an officer, director or advisory board
member of the companies mentioned in the report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. ICICI Securities and affiliates may act upon or make use
of information contained in the report prior to the publication thereof.

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 ICICI Securities 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.
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