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The company has come out with its third quarter results posting a decent set of 

results even if on the face of it the results don t look very spectacular. The key 

highlights of this quarters results can be summed up as follows.

1. Total Revenue at Rs.3329.88 million, up 17.16% qoq, up 33.87% yoy.

2. Total Expenditure at Rs. 3057.4 million, up 18.49% qoq, up 34.1% yoy.

3. Profit after tax at Rs. 49.3 million, down 21.48% qoq, up 41.95% yoy.

The above numbers and a detailed review of the results show a squeeze in the 

margins of the company, the same can be attributed to some key points that were 

highlighted by the management, which are as under.

1. Slowdown in the sales in the Infocom division during the December month much 

below than the managements forecast.

2. Slow December sales coupled with higher inventory levels lead to an increase in 

the interest cost to the company which acted like a double whammy.

3. For the company the wind energy business did not generate any power in the 

quarter, this business generates revenue for five months during the year and that is 

inherent nature of the business. Therefore  this division has shown a loss which has 

directly impacted the bottomline of the company.

All the above reasons have had an adverse impact on the company, which make the 

results look a little  more adverse than what they actually are. Our discussion with 

the management have been fairly positive and we are confidant of the company 

meeting its revenue targets going forward.

Some key developments that should take place for the company in the near future 

can be pointed out as follows.

1. The retail venture of the company is on track with 5 exclusive Sony Ericsson stores 

already up and running and the management is confident of the number of these 

exclusive stores touching 25 by March 2008

2. The company's plan for its own multi brand stores is on track and the management  

is confident of 10 stores up and running by March 2005

3. The company has got in to an agreement with Virgin Mobile of UK to setup there 

mobile stores on an exclusive bases. The company intends to 25 kiosks of Virgin 

Mobile in north and east India. The full modalities of this agreement will be known to 

us in some time as the management would not like to comment on the same as the 

full issue still needs to be sorted out.

4. The board has given an approval for raising Rs. 50 Cr which will be utilised for the 

retail venture.

5. The new principal account that the company did manage to get in the last quarter 

i.e. of distribution of Hewlett Packard range of personal computers and laptops will 

take more meaning full shape from the next quarter which will help the company in 

garnering more steam as the brand has already got a very good reputation in India.
Ridhim Thapar

Tel: 2284 6555 | ridhim@ppfas.com
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In the 9 months the company has reported Rs. 171.2 Mn at the PAT level and for it to 

reach our FY08E PAT estimate of Rs. 198.7 Mn looks very easily achievable. All in all 

we feel that though the result for the quarter is not very encouraging it is not 

something that requires a panic button to be pressed right now and looking at the 

price of the stock we still maintain a buy on the stock.

In terms of relative valuations if one compares Salora international Ltd (SIL) to its 

peers one can see that the company trades at a sharp discount to its peers which 

makes SIL from the current levels very attractive and if one does keep a long term 

view on the stock there look a clear upside from the current levels.

PE Ratios FY08E FY09E

Redignton 14.82                     14.89                     
HCL 9.59

                       
7.85

                       
Concensus Estimates : Bloomberg

Salora 7.82
                       

5.78
                       

PPFAS Estimates

(Rs. Mn) Q308 Q208 Q-Q Chng Q307Y-Y Chng 9M 08 9M 07 9M Chng

Total Revenues 3329.9 2842.1 17.16% 2487.4 33.87% 8620.6 6186.1 39.4%

Total Expenditure 3231.4 2730.2 18.36% 2409.8 34.10% 8304.9 5995.4 38.5%

RM Consumed 3057.1 2580.2 18.49% 2258.4 35.37% 7808.3 5583.1 39.9%

Staff Cost 49.4 49.1 0.53% 43.2 14.20% 140.2 132.1 6.1%

Other Expenditure 124.9 100.9 23.80% 108.1 15.52% 356.3 280.2 27.2%

Operating Profit 98.5 111.9 -11.99% 77.6 26.94% 315.7 190.7 65.5%

Other Income 5.2 5.8 -9.90% 6.9 -23.69% 14.2 9.3 52.1%

EBITDA 103.7 117.7 -11.89% 84.5 22.82% 329.9 200.1 64.9%

Depreciation 13.2 13.1 0.97% 14.7 -9.84% 39.5 38.4 3.0%

PBIT 90.5 104.6 -13.50% 69.8 29.69% 290.4 161.7 79.6%

Interest 10.5 9.0 17.04% 6.5 60.63% 25.9 13.6 91.2%

PBT 80.0 95.7 -16.37% 63.3 26.48% 264.5 148.2 78.5%

Tax 30.7 32.8 -6.59% 28.5 7.63% 93.2 58.8 58.5%

PAT 49.3 62.8 -21.48% 34.8 41.95% 171.2 89.3 91.7%

Extra-ordinary Income 0.0 0.0 9.5 -100.00% 0.0 23.5

Reported PAT 49.3 62.8 -21.48% 44.2 11.56% 171.2 112.8 51.8%

Equity Capital 88.2 88.2 88.2 88.2 88.2

Adjusted EPS (in Rs.) 5.6 7.1 3.9 19.4 10.1

Profitability Q308 Q208 Q-Q (bps) Q307 Y-Y (bps) 9M 08 9M 07 9M (bps)

OPM % 3.0% 3.9% 98.00 3.1% (16.16) 3.7% 3.1% 57.90

       

EBITDA % 3.1% 4.1% 102.72 3.4% (28.02) 3.8% 3.2% 59.28

       

PBIT % 2.7% 3.7% 96.36 2.8% (8.78) 3.4% 2.6% 75.48

       

PAT % 1.5% 2.2% 72.90 1.4% 8.43 2.0% 1.4% 54.22

       

Operational ParametersQ308 Q208 Q-Q (bps) Q307 Y-Y (bps) 9M 08 9M 07 9M Chng

RM Consumed 91.8% 90.8% (102.43) 90.8% 101.27 90.6% 90.3% 32.56

Staff Cost 1.5% 1.7% 24.53 1.7% (25.54) 1.6% 2.1% (50.94)

Other Expenditure 3.7% 3.5% (20.11) 4.3% (59.57) 4.1% 4.5% (39.52)

Effective Tax Rate 38.3% 34.3% 45.1% 35.3% 39.7%
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Earnings Statement Balance Sheet

YE March (Rs. Mn.) FY06 FY07 FY08E FY09E FY10E YE March (Rs. Mn.) FY06 FY07 FY08E FY09E FY10E

Total Revenues 5,884.3

   

8,873.7

   

12,856.9

 

16,942.6

 

21,558.7

 

Equity Capital 88.1

       

88.1

       

88.1

       

88.1

       

88.1

       Cost of Materials 5,229.2

   

8,046.1

   

11,681.2

 

15,424.1

 

19,665.7

 

Reserves 960.8

     

1,082.6

   

1,234.9

   

1,457.1

   

1,734.1

   
Total Expenditure 5,665.4

   

8,575.9

   

12,452.6

 

16,410.1

 

20,911.8

 

Shareholders Funds 1,049.0

   

1,170.7

   

1,323.0

   

1,545.3

   

1,822.2

   

Operating Profit 218.9

      

297.8

      

404.3

      

532.5

      

646.9

      

Minority Interest 3.6

         

4.1

         

4.8

         

5.8

         

7.0

         

Other Income 14.0

        

11.8

        

10.0

        

10.0

        

10.0

        

Borrowed Funds 113.2

     

456.2

     

656.2

     

856.2

     

1,156.2

   

EBITDA 232.9

      

309.6

      

414.3

      

542.5

      

656.9

      

Deferred Tax Liability 30.4

       

104.3

     

104.3

     

104.3

     

104.3

     

Depreciation 51.4

        

53.5

        

58.0

        

60.8

        

63.6

        

Total Liabilities 1,196.2

 

1,735.4

 

2,088.4

 

2,511.6

 

3,089.7

 

EBIT 181.5

      

256.1

      

356.3

      

481.7

      

593.3

      

Fixed Assets 306.8

     

569.6

     

561.6

     

550.8

     

537.2

     

Interest 11.4

        

27.5

        

54.2

        

73.2

        

101.7

      

Investments 51.7

       

113.0

     

113.0

     

113.0

     

113.0

     

PBT 170.1

      

228.6

      

302.1

      

408.5

      

491.6

      

Current Assets

Tax 56.1

        

85.1

        

102.7

      

138.8

      

167.1

      

Inventory 631.7

     

917.1

     

1,303.3

   

1,717.5

   

2,185.4

   

PAT Before MI 114.0

      

143.5

      

199.4

      

269.6

      

324.5

      

Sundry Debtors 523.1

     

951.7

     

1,409.0

   

1,856.7

   

2,362.6

   

Minority Interest 1.0 0.5 0.7 1.0 1.2 Loans & Advances 157.4

     

180.0

     

246.6

     

324.9

     

413.5

     

PAT After MI 113.0

      

143.0

      

198.7

      

268.7

      

323.4

      

Cash & Bank Balance 61.5

       

134.0

     

115.2

     

136.5

     

262.0

     

Current Liabilities

Ratio Analysis Sundry Creditors 512.8

     

1,078.9

   

1,585.1

   

2,088.8

   

2,657.9

   

YE March (Rs. Mn.) FY06 FY07 FY08E FY09E FY10E Provisions 30.8

       

51.2

       

75.1

       

99.0

       

126.0

     

OPM (%) 3.7% 3.4% 3.1% 3.1% 3.0% Net Current Assets 830.2

     

1,052.8

   

1,413.8

   

1,847.8

   

2,439.5

   

EBITDA (%) 4.0% 3.5% 3.2% 3.2% 3.0% Miscellaneous Expenditure -

         

-

         

-

         

-

         

-

         

PBIT (%) 3.1% 2.9% 2.8% 2.8% 2.8% Total Assets 1,196.2

 

1,735.4

 

2,088.4

 

2,511.6

 

3,089.7

 

PAT (%) 1.9% 1.6% 1.5% 1.6% 1.5%

Interest Cover Ratio 1586.8% 931.4% 657.5% 658.1% 583.5% Cash Flow

EPS (Rs.) 12.8

        

16.2

        

22.5

        

30.5

        

36.7

        

Particulars FY06 FY07 FY08E FY09E FY10E

P/E (x) 13.7

        

10.9

        

7.8

         

5.8

         

4.8

         

Opening Cash & Bank 31.9 61.5 134.0 115.2 136.5

P/BV (x) 1.5

         

1.3

         

1.2

         

1.0

         

0.9

         

Profit After Tax 113.0 168.1 198.7 268.7 323.4

BVPS (Rs.) 119.0

      

132.8

      

150.1

      

175.3

      

206.7

      

Less : Invt Income (14.0) (11.8) (10.0) (10.0) (10.0)

Market Cap (Rs. Mn.) 1,553.6

   

1,553.6

   

1,553.6

   

1,553.6

   

1,553.6

   

Miscellaneous Exp W/Off 0.0 0.0 0.0 0.0 0.0

M Cap/Sales (x) 0.3

         

0.2

         

0.1

         

0.1

         

0.1

         

Depreciation 51.4 53.5 58.0 60.8 63.6

EV (Rs. Mn.) 1,666.7

   

2,009.8

   

2,209.8

   

2,409.8

   

2,709.8

   

Deferred Taxation (9.7) 73.9 0.0 0.0 0.0

EV/EBITDA (x) 7.2

         

6.5

         

5.3

         

4.4

         

4.1

         

Others 28.5 (26.5) 0.0 0.0 0.0

EV/Sales (x) 0.3

         

0.2

         

0.2

         

0.1

         

0.1

         

Change in Working Cap 48.5 (150.1) (379.8) (412.7) (466.2)

ROCE (%) 15.2% 14.8% 17.1% 19.2% 19.2% CF - Operating Activities 217.7 107.1 (133.1) (93.2) (89.3)

RONW (%) 10.8% 12.2% 15.0% 17.4% 17.7% Change in Fixed Assets (34.0) (282.2) (50.0) (50.0) (50.0)

Debt/Equity Ratio (x) 0.1

         

0.4

         

0.5

         

0.6

         

0.6

         

Change in Investments 24.4 (61.3) 0.0 0.0 0.0

Inventory T/o Days 39.2

        

37.7

        

37.0

        

37.0

        

37.0

        

Investment Income 14.0 11.8 10.0 10.0 10.0

Debtors T/o Days 32.4

        

39.1

        

40.0

        

40.0

        

40.0

        

CF - Investing Activities 4.3 (331.8) (40.0) (40.0) (40.0)

Advances T/o Days 10.0

        

7.5

         

7.1

         

7.1

         

7.1

         

Increase in Equity 0.0 0.0 0.0 (0.0) 0.0

Creditors T/o Days 32.7

        

45.1

        

45.7

        

45.7

        

45.7

        

Changes in Borrowings (151.0) 343.1 200.0 200.0 300.0

Working Cap T/o Days 53.0

        

44.0

        

40.8

        

40.5

        

42.0

        

Dividend Paid 3.6 0.5 0.7 1.0 1.2

Fixed Assets T/o (Gross) 8.2

         

8.9

         

12.2

        

15.4

        

15.4

        

Changes in Minority Interest (45.2) (46.4) (46.4) (46.4) (46.4)

DPS (Rs.) 4.5

         

4.5

         

4.5

         

4.5

         

4.5

         

CF - Financing Activities (192.5) 297.2 154.3 154.6 254.8

Dividend Payout (%) 35.1% 27.7% 20.0% 14.8% 12.3% Net Change in Cash 29.5 72.5 (18.8) 21.4 125.5

Dividend Yield (%) 2.6% 2.6% 2.6% 2.6% 2.6% Closing Cash & Bank Bal 61.5 134.0 115.2 136.5 262.0
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