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KSB PUMPS

CMP: Rs. 463
Recommendation: BUY
Time Horizon: 12 Months

52 Week High: Rs. 498.40
52 Week Low: Rs. 341.10

Market stats

NSE KSBPUMPS
BSE 500249
Face Value (Rs) 10
Equity Shares (Lacs) 1740
Market Cap (Rs Lacs) 79127

Average Volume

™ 14834
3M 9994
6M 9633
12M 8551

Return Analysis

In Relative to
(%) KSB Sensex Sensex
1M 8.82 2.46 6.4
3M -3.61 1.44 -5.1
6M 8.07 3.17 4.9
12M 18.98 17.06 1.9

Shareholding Pattern (March ‘10)

Promoters 66.80%
Flls & Dlls 12.34%
Bodies Corporate 5.03%
Public 15.83%

Stock Performance
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Investment Rationale

Catering to Diversified Set of Industries

The company is the only player that manufactures pumps and valves to
support functions of agricultural sector and water and sewage management
systems apart from industrial applications such as power, petrochemicals,
etc. The growth of the pump and valves sector is driven by the growth and
increased investments in power and energy sectors apart from the
agricultural sector. Pumps and valves form part of large projects across the
aforesaid industries. KSB manufactures various pumps and valves of various
specifications to enable fluid transportation.

The company also takes up project execution on turnkey basis and caters to
niche industrial as well as highly competitive low margin agricultural and
domestic (residential/commercial buildings) segments. On industrial front the
company caters to diverse industries such as chemicals, petrochemicals/
refiners, breweries/distilleries etc and power generation (both thermal and
nuclear for feeding water to boilers).

Competitive Edge

Within the KSB Group globally, KSB India has relatively the highest range of
pumps and valves to offer. Even among its competitors in India, KSB India
has a large range of pumps to offer under one roof. Both these give the
company the required competitive edge over its peers.

Strategically Located Plants

The company has 5 plants in India, two in Pune that cater to the
requirements of irrigation and power projects, one in Nashik that
manufactures multistage pumps, water and submersible motor pumps, a
valve manufacturing plant in Coimbatore and a foundry in Ahmednagar to
support captive consumption of castings.

Growing Order Book, but with Low Margins

The company doesn’t sharing its current order book, however hinted that the
order book is up on YOY basis. The company is expected to further bag
some more projects in coming months. At the time of revival in economy in
2009, the competition increased as everybody wanted to grab whatever
orders came even at lower margins. So, the company also bags certain
orders at low margin as compared to its normal run rate impacting the overall
profitability in CY09. This pressure on margins is also expected to continue in
CY10 also.

Diversified Revenue Stream

KSB earns 30% of its revenues by way of sales of standard products, 65%
through project based (made to order) revenues and the remaining by way of
after sales services.

Key Financials

Particulars (in millions) CY’08 CY’09 Q1CY09 Q1CY10
Net Revenue 6022.1 5689.7 1348 1384.9
Sales Growth N/A -5.5% N/A 2.7%
EBIDTA 1095 1166 231.4 215.5
EBIDTA Margins 18.2% 20.5% 17.20% 15.60%
Depreciation 130 203 39.9 48.5
Other Income 55 47.7 17.4 13.7
EBIT 965.7 962.7 191.5 167
EBIT Margins 16% 16.9% 14.20% 12.10%
Interest 22.5 18.3 6.6 1.8
PAT 715.6 708.8 135.2 117.6
PAT Margins 11.9% 12.5% 10% 8.5%
Shares Outstanding (mn) 17.4 17.4 17.4 17.4
EPS (Rs) 4113 40.74 7.8 6.8
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Segmental Revenue (Rs. Million)

Segment Q1 CY09 Q1 CY10
Pumps 1157.8 1082.6
Valves 216.0 258.0
Others 80.6 741

Segmental EBIT (Rs. Million)

Segment Q1 CY09 Q1 CY10
Pumps 183.3 156.4
Valves (4.7) 46.0
Others (1.1)

Segmental EBIT Margins (%)

Segment Q1 CY09 Q1 CY10
Pumps 15.8% 14.4%
Valves - 17.8%
Others

RR, All rights reserved

Financial Performance Q1 CY ‘10

» Net sale increased by 3% to Rs 138.49 crore on the back of pump
sales growth of 7% to Rs 115.78 crore. Pump segment witnessed a
spurt in demand on the back of revival in user industries. However
the sales of valves were lower by 16% to Rs 21.60 crore moderating
the overall revenue growth. The revenue of others was higher by 9%
to Rs 8.06 crore.

» EBITDA margins witnessed a decline of 160 bps to 15.6%, largely on
account of higher material and staff cost which as a proportion to
sales net of stocks was higher by 200 bps (to 50.5%) and 20 bps (to
14.5%) respectively. However, other expenses were lower by 70 bps
to 20.1%. Consequently, EBITDA stood at Rs 21.55 crore, lower by
7%.

» Other income was lower by 21% to Rs 1.37 crore. The interest cost
was lower by 73% to Rs 0.18 crore and the depreciation was higher
by 22% to Rs 4.85 crore. Thus the PBT was lower by 12% to Rs
17.89 crore.

» Taxation was lower by 9% to Rs 6.13 crore but the tax incidence was
at 34.3% compared to 33.2% in the corresponding previous period.
Thus strained further the net profit was finally lower by 13% to Rs
11.76 crore.

» In terms of segment, the segment margin of pumps was higher by
140 bps to 15.8% and that of valves turned negative. The intense
competition in the valves segment has resulted in lower realization
and margin. With one of the largest player in the valves in the
country which used to export major parts of its production has turned
to domestic market given the sluggish global conditions and this has
resulted in glut and lower realization affecting the valves business of
the company. Since the international demand for valves has come
down drastically, the JV has dumped all the production in Indian
market which resulted in crash in margin and sales. The company
expects this scenario to continue for some more time.

> The segment profit of pumps was higher by 17% (to Rs 18.33 crore
or 103% of PBIT) facilitated by expansion in margin over and above
increase in revenue. However the valves netted a segment loss of
Rs 47 lakh as against a profit of Rs 4.60 crore in the corresponding
previous period. Similarly the other segment registered a segment
loss of Rs 11 lakh as against nil in the corresponding previous
period.

Peers Comparison
Peer (Rs Million) Equity  Net Sales PAT LTP(Rs) P/E(x) P/BV (x)

KSB Pumps 174 5658 708.8 463 11.4 2.26
Kirl. Brothers 158.6 20178 1175 260 18.2 2.62
WPIL 79.7 2107 133.7 187.8 11.0 4.04
Shakti Pumps 64 1150 103.90 180 11.3 2.85

In terms of PE multiple, on an average the company trading at par with most
of its industry peers. However, it is trading at a discount of 37% to Kirloskar
Brothers.

Valuations

At the current market price of Rs. 463, stock is available at a PE multiple of
68x to its annualized (Q4 FY10) EPS of Rs 6.8.However, at the same price,
the stock is trading at a PE multiple of 11.36x to annual EPS of Rs.40.
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Recommendations

Owing to diversified business model, the company is well set to explore opportunities in various industries. However, the
current order book is not so encouraging. At the current valuations, the stock looks worth buying for a handsome
appreciation in medium to long term horizon.

Company’s Background

The company was incorporated in 1960 by KSB AG, Germany, one of the largest pump and valve manufacturers in the
world. While the foreign promoter controlled around 40.54% stake in the company, the Indian promoters owned 25.95%,
taking the total promoter holding to 66.49%. The company has grown geographically and owns plants at Pune, Sinnar and
Nashik in Maharashtra and Coimbatore in Tamilnadu. The company has its own foundry plant is at Ahmednagar in
Maharashtra, which caters to most of its in-house needs. KSB Pumps also manufactures castings, mainly for captive
consumption.

Apart from the power and energy sectors, the areas of application of KSB Pumps’ products range from building services
to industrial processes, water engineering, mining and energy technology. The company also provides solutions for
heating and air-conditioning problems. KSB Pumps products are used in chemical, petrochemical and other industries to
transport aggressive, corrosive, explosive, solids-laden and viscous liquids. They are also used to carry industrial and
municipal waste water.
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For Further Details/Clarifications Please contact:

RR Information & Investment Research Pvt. Lid.

47, MM Road Jhandewalan New Delhi-110055 (INDIA)
Tel: 011-23636362/63

research@rrfcl.com

www.rrfinance.com

www.rrfcl.com

RR Research Products and Services:

Online Equity Calls during Market Hours (9:00 AM to 3:30 PM)
Online Commodity Calls during Market Hours (10:00 AM to 11:30 PM)

Daily Morning Pack

Equity Fundamental - Daily
Equity Technical Analysis - Daily
Derivative — Daily

Debt - Daily

Commodity - Daily

Currency — Daily

YVVVVVY

Daily Market Review

Weekly Pack

Equity Fundamental - Weekly
Equity Technical Analysis - Weekly
Derivative — Weekly

Debt - Weekly

Commodity - Weekly

Currency — Weekly

Mutual Fund Watch

YVVVVYYY

Fundamental Research

Economic Analysis

Industry Analysis

Company Research & Valuations
Result Updates

News Updates

YVVVY

IPO Analysis

Mutual Fund Analysis

Investment Monitor — The complete monthly magazine design for Indian investors
Share Views with Zee Business in FUTURE CALL

And many more...

RR Research can also be viewed and downloaded from following websites:
www.moneycontrol.com

www.valuenotes.com

www.reportiunction.com
www.capitalmarket.com

WWW. myiris.com
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Disclaimer:

Kindly read the Risk Disclosure Documents carefully before investing in Equity Shares, Derivatives or other instruments traded
on the Stock Exchanges. RR would include RR Financial Consultants Ltd. and its subsidiaries, group companies, employees
and affiliates. The 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 RR. The information contained herein is obtained from public sources
and sources believed to be reliable, but independent verification has not been made nor is its accuracy or completeness
guaranteed. RR or their employees may have or may not have an outstanding buy or sell position or holding or interest in the
products mentioned herein. The contents and the 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 and insurance
products and instruments. Nothing in this report constitutes investment, legal, accounting and/or tax advice or a representation
that any investment or strategy is suitable or appropriate to recipients specific circumstances. The securities and products
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. Please note that fixed deposits, bonds,
debentures are loans/lending instruments and the investor must satisfy himself/herself on the financial health of the
company/bank/institution before making any investment. RR and/or its affiliates take no guarantee of soundness of any
company or scheme. RR has/will make available all required information to the prospective investor if asked for in respect of
any scheme/fixed deposit/bond/loan/debenture. RR is only acting as a broker/distributor and is not representing any company in
any manner except to distribute its schemes. Mutual Fund Investments are subject to market risks, read the offer document
carefully before investing. Any recipient herein may not take the content in substitution for the exercise of independent
judgment. The recipient should independently evaluate the investment risks of any scheme of a mutual fund. RR and its
affiliates accept no liability for any loss or damage of any kind arising out of the use of any information contained herein. Past
performance is not necessarily a guide to future performance. Actual results may differ materially from those set forth in
projections. RR may have issued other reports that are inconsistent with and reach different conclusion from the information
presented in this report. The information herein 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 RR and its affiliates to any registration or
licensing requirement within such jurisdiction. The securities and products 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 them of and to observe such restriction(s). The display, description or references to any products, services, publications
or links herein shall not constitute an endorsement by RR. Insurance is a subject matter of solicitation. Kindly also note all the
risk disclosure documents carefully before investing in Equity Shares, IPO’s, Mutual Fund Schemes, Insurance Schemes, Fixed
Deposit schemes, Debt offers, Hybrid Instruments, or other instruments traded on Stock Exchanges or otherwise. Prospective
investors can get all details and information from the sites of SEBI, IRDA, AMFI or respective Mutual Fund Companies,
Insurance Companies, Rating Agencies, Stock Exchanges and individual corporate websites. Prospective investors are advised
to fully satisfy themselves before making any investment decision.

NSE - INB 231219636, INF 231219636
BSE - INB 011219632
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