
 

 

Jaiprakash Associates 
Construction margins ahead than estimates 
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Prabhudas Lilladher Pvt. Ltd. and/or its associates (the 'Firm') does and/or seeks to do business with companies covered in its research reports. As a result investors should be aware that 
the Firm may have a conflict of interest that could affect the objectivity of the report. Investors should consider this report as only a single factor in making their investment decision. 

Please refer to important disclosures and disclaimers at the end of the report 
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Rating Accumulate 

Price Rs62 

Target Price Rs78 

Implied Upside  25.8% 

Sensex  16,840 

(Prices as on August 12, 2011) 

Trading data 

Market Cap. (Rs bn) 131.7 

Shares o/s (m) 2,124.7 

3M Avg. Daily value (Rs m) 998.6 

 

Major shareholders 

Promoters  46.84% 

Foreign  19.32% 

Domestic Inst. 11.57% 

Public & Other  22.27% 

 

Stock Performance 

(%)  1M  6M  12M 

Absolute (18.3) (24.3) (47.8) 

Relative  (9.8) (19.3) (41.0) 

 

Price Performance (RIC: JAIA.BO, BB: JPA IN) 

 
Source: Bloomberg 
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 Flat  Revenue  growth: Construction revenues (constituting 40% of the total 
revenues) de-grew by 11.3% YoY for Q1FY11; however, cement sales were up by 
12.9% YoY. This was mainly on account of a 20% growth in despatches YoY to 
4.2m tonnes. Realisations were a tad lower at Rs3,800/tonne down by 5.4% YoY 
and up by 14.8% QoQ.  

 Real Estate, EPC aids EBITDA, while Cement EBIT margins suffer: EBIT margins 
for construction which disappointed in Q4FY11 and which were lower in Q1FY11 
rose to 19.6% in Q1FY12. This was above our expectation of 6% as we had 
considered in house construction to have higher share in revenue booking. For 
cement, the EBIT per tonne declined to Rs464/tonne from Rs482/tonne in 
Q4FY12 and Rs818/tonne in Q1FY11. EBIT margin for cement stood at 11.9% 
which was in line our expectation of 12% lower by 800bps YoY. Real Estate EBIT 
margins were the surprise factor with a 1100bps improvement YoY which aided 
the overall results. Overall EBIDTA margins stood at 23.4% which was up by 
317bps YoY on back of better EPC and Real Estate margins. 

 Higher  interest  continues  to dent PAT: Interest continues to increase YoY by 
30.6% and QoQ by 5% to Rs4.3bn. Tax rate was also higher to 40% as compared 
to 28% YoY which led to a APAT growth of 1% YoY. However the profits were 
higher than our expectations of Rs791m. 

 Valuations: Triggers in terms of commissioning of YEW, increased land sales in 
JPI and pick-up in construction revenues in JPA fares well for upsides in the 
stock, going forward. The stock is available at a core P/E of 7.7x FY13E.  Maintain 
‘Accumulate’ 

 

 
  

Key financials (Y/e March)    2010 2011  2012E 2013E

Revenues (Rs m) 100,889 132,166 142,725 175,106

     Growth (%)  75.0 31.0  8.0 22.7

EBITDA (Rs m) 23,114 31,388 32,626 38,111

PAT (Rs m) 8,583 7,563 8,099 9,380

EPS (Rs) 4.0 3.6 3.6 4.2

     Growth (%)  (46.4) (11.9)  2.4 15.8

Net DPS (Rs) 0.5 0.7 0.4 0.5

Source: Company Data; PL Research 

 
Profitability & Valuation    2010 2011  2012E 2013E

EBITDA margin (%)  22.9 23.7  22.9 21.8

RoE (%)  11.4 8.7  8.0 8.1

RoCE (%)  6.8 6.1  6.1 6.5

EV / sales (x) 2.7 2.3 2.3 2.0

EV / EBITDA (x) 11.8 9.5 9.9 9.3

PE (x) 15.3 17.4 17.0 14.7

P / BV (x) 1.5 1.5 1.2 1.2

Net dividend yield (%)  0.8 1.1  0.7 0.8

Source: Company Data; PL Research 
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Exhibit 1: Q1FY12 Result Overview (Rs m) 

Y/e March  Q1FY12 Q1FY11 YoY gr. (%) Q4FY11 FY12E  FY11 YoY gr. (%)

Net Sales           31,423          31,742                (1.0)          39,822         142,725         132,166              8.0 

Expenditure                

RM, Construction, Mfg. & Others          17,685         19,935              (11.3)          24,056          80,925          79,898             1.3 

  % of Net Sales               56.3                  60.4               56.7               60.5   

Sales, Admin & Personnel            1,744           1,465               19.0            1,550          11,418            5,960           91.6 

  % of Net Sales                5.5                    3.9                8.0                4.5   

Other Expenses            4,520           3,591               25.9            5,915          16,556          16,547             0.1 

  % of Net Sales               14.4              11.3                14.9               11.6               12.5   

Increase decrease in stock in trade               122              330               (208)            1,200           (1,627)  

Total Expenditure          24,071         25,321               (4.9)          31,313        110,099        100,778             9.2 

EBIDTA             7,353            6,421                14.5            8,510           32,626           31,388              3.9 

  Margin (%)               23.4              20.2              317.0              21.4               22.9               23.7           (89.0)

Depreciation            1,721           1,503               14.5            1,507            6,852            6,079           12.7 

EBIT             5,632            4,918                14.5            7,003           25,774           25,309              1.8 

Interest            4,284           3,279               30.6            4,048          16,186          13,942           16.1 

Other Income               439              436                0.8               924            2,500            1,036         141.3 

Ex                 (2)           5,132                   (3)                 -            5,139  

PBT             1,795            7,199               (75.1)           3,876           12,088           17,542           (31.1)

Tax               725           2,039              (64.4)              857            3,989            5,881          (32.2)

  Tax Rate (%)               40.4              28.3                22.1               33.0               33.5   

Reported PAT             1,070            5,160               (79.3)           3,020             8,099           11,661           (30.5)

Adj PAT             1,070            1,061                 0.8            3,020             8,099             7,563              7.1 

Source: Company Data, PL Research 
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Exhibit 2: Segmental Breakup (Rs m) 

Y/e March   Q1FY12 Q1FY11 YoY gr. (%) Q4FY11 FY12  FY11 YoY gr. (%)

Revenues                

Cement  16,272  14,415  12.9   15,685  71,771  54,558  31.6 

Construction  12,748  14,373  (11.3)  17,806  70,423  60,527  16.3 

Wind Power  119  110  8.5   39  350  314  11.5 

Hotel  424  369  14.8   517  1,961  1,810  8.3 

Real Estate  3,469  3,661  (5.2)  5,968  7,366  17,117  (57.0)

Unallocated  176  334  (47.3)  435  901  1,460  (38.3)

Investments  80  33  142.7   924  -  1,036 NA

Net Revenues   31,833   32,178   (1.1)  40,746   152,773   133,202   14.7 

  

EBIT 

Cement  1,940  2,863  (32.2)  2,229  10,739  8,396  27.9 

  Margin (%)   11.9   19.9   14.2   15.0   15.4 

Despatches mt  4.2  3.5  19.3   4.6  21.9  15.9  37.8 

EBIT per tonn  464.6  818.0  (43.2)  482.4  490.3  528.1  (7.2)

Realisation per tonn  3,898  4,119  (5.4)  3,395  3,277  3,431  (4.5)

Construction  2,500  1,048  138.5   2,185  12,560  9,267  35.5 

  Margin (%)   19.6   7.3   12.3   17.8   15.3 

Wind Power  71  70  0.7   (30)  175  122  43.3 

  Margin (%)   59.0   63.6   (76.2)  50.0   38.9 

Real Estate  1,851  1,558  18.8   2,855  3,683  8,686  (57.6)

  Margin (%)   53.4   42.6   47.8   50.0   50.7 

Hotel  (17)  (13)  29.2   100  150  165  (9.0)

  Margin (%)   (4.0)  (3.5)  19.3   7.7   9.1 

Unallocated  54  5,139  (98.9)  (14)  270  5,092  (94.7)

  Margin (%)   30.8   1,538.6   (3.1)  30.0   348.7 

Investments  (19)  33 NA  924  -  1,036 NA

  Margin (%)   (24.1)  100.0   100.0  ‐   100.0 

Total   6,379   10,698   (40.4)  8,249   27,578   32,765   (15.8)

Source: Company Data, PL Research 
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Income Statement (Rs m)           
Y/e March   2010  2011  2012E 2013E
Net Revenue  100,889  132,166  142,725 175,106

Raw Material Expenses 831 (1,627) 1,200 850

Gross Profit 100,058 133,793 141,525 174,256

Employee Cost 6,653 5,960 8,563 10,506

Other Expenses 70,292 96,444 100,335 125,638

EBITDA  23,114  31,388  32,626 38,111

Depr. & Amortization 4,561 6,079 6,852 8,000

Net Interest 10,558 13,942 16,186 19,400

Other Income 7,321 2,078 2,500 2,500

Profit before Tax  15,316  13,445  12,088 13,211

Total Tax 6,733 5,881 3,989 3,831

Profit after Tax  8,583  7,564  8,099 9,380

Ex-Od items / Min. Int. 17,016 8,195 — —

Adj. PAT  8,583  7,563  8,099 9,380

Avg. Shares O/S (m)  2,124.7  2,125.5  2,223.1 2,223.1

EPS (Rs.)  4.0  3.6  3.6 4.2
 

Cash Flow Abstract (Rs m)    
Y/e March     2010  2011  2012E 2013E
C/F from Operations 5,103 35,776 22,065 5,355

C/F from Investing (53,390) (48,032) (14,834) (34,266)

C/F from Financing 57,993 2,569 109 15,615

Inc. / Dec. in Cash 9,706 (9,687) 7,340 (13,296)

Opening Cash 29,086 38,792 29,105 36,445

Closing Cash 38,792 29,105 36,445 23,149

FCFF (50,642) (8,988) (371) (36,573)

FCFE (2,617) 8,492 23,874 (17,431)

 
 
 

Key Financial Metrics 
Y/e March             2010  2011  2012E 2013E
Growth     
Revenue (%) 75.0 31.0 8.0 22.7

EBITDA (%) 37.9 35.8 3.9 16.8

PAT (%) (3.9) (11.9) 7.1 15.8

EPS (%) (46.4) (11.9) 2.4 15.8

Profitability     
EBITDA Margin (%) 22.9 23.7 22.9 21.8

PAT Margin (%) 8.5 5.7 5.7 5.4

RoCE (%) 6.8 6.1 6.1 6.5

RoE (%) 11.4 8.7 8.0 8.1

Balance Sheet     
Net Debt : Equity 1.7 1.9 1.6 1.8

Net Wrkng Cap. (days) (15,940) 11,325 (18,505) (25,807)

Valuation     
PER (x) 15.3 17.4 17.0 14.7

P / B (x) 1.5 1.5 1.2 1.2

EV / EBITDA (x) 11.8 9.5 9.9 9.3

EV / Sales (x) 2.7 2.3 2.3 2.0

Earnings Quality     
Eff. Tax Rate 44.0 43.7 33.0 29.0

Other Inc / PBT 66.4 35.2 20.7 18.9

Eff. Depr. Rate (%) 3.5 3.8 3.9 3.8
FCFE / PAT (30.5) 112.3 294.8 (185.8)
Source: Company Data, PL Research. 

 
  

Balance Sheet Abstract (Rs m)   
Y/e March      2010  2011  2012E 2013E
Shareholder's Funds 85,007 89,827 112,276 119,533

Total Debt 179,087 196,566 220,812 239,954

Other Liabilities 9,232 7,623 8,741 9,756

Total Liabilities  273,327  294,016  341,829 369,243

Net Fixed Assets 145,103 170,797 210,046 231,073

Goodwill — — — —

Investments 55,763 70,795 71,171 71,171

Net Current Assets 72,461 52,404 60,608 66,999

     Cash & Equivalents  38,792  29,105  36,445 23,149

     Other Current Assets  92,198  97,303  112,556 134,727

     Current Liabilities  58,529  74,004  88,393 90,877

Other Assets — 20 5 —

Total Assets  273,327  294,016  341,830 369,243

 
 
 
 

Quarterly Financials (Rs m)     
Y/e March      Q2FY11  Q3FY11  Q4FY11 Q1FY12
Net Revenue  29,933  28,937  39,822 31,423

EBITDA  6,811  7,915  8,510 7,353

% of revenue  22.8  27.4  21.4 23.4

Depr. & Amortization 1,528 1,542 1,507 1,721

Net Interest 3,234 3,382 4,048 4,284

Other Income 820 588 921 439

Profit before Tax  2,897  3,571  3,876 1,786

Total Tax 1,741 1,245 857 725

Profit after Tax  1,156  2,327  3,020 1,061

Adj. PAT  1,156  2,327  3,020 1,061
 

Key Operating Metrics 
Y/e March       2010  2011  2012E 2013E
Const. (Rs m) 55,892 58,686 70,423 80,987

Cement Prod. (Rs m) 39,751 51,621 71,771 97,038

Hotel & Hosp. (Rs m) 1,543 1,783 1,961 2,255

Real Est. (Rs m) 6,536 14,036 7,366 9,358

Wind Power (Rs m) 320 355 350 400

Invt. (Rs m) 393 401 401 409

Unallocated (Rs m) 1,488 1,153 500 500

Int. as a % to sales 10.5 10.5 11.3 11.1

EBIT Marg. - Cem (%) 26.0 15.4 15.5 16.0

EBIT Marg. - EPC (%) 21.0 15.3 14.5 15.0

Order book (Rs bn) 385.3 351.6 291.2 235.2

Int Rate (%) 5.9 7.1 7.3 8.1

Capex (Rs bn) 42.3 33.0 14.5 34.3

NCA/Sales (%) 71.8 39.7 42.5 38.3

RM & Const Cost (%) 56.5 60.5 56.7 58.8
Source: Company Data, PL Research. 
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PL’s Recommendation Nomenclature     

BUY   :  Over 15% Outperformance to Sensex over 12-months Accumulate  : Outperformance to Sensex over 12-months 

Reduce  : Underperformance to Sensex over 12-months Sell  : Over 15% underperformance to Sensex over 12-months 

Trading Buy  : Over 10% absolute upside in 1-month Trading Sell  : Over 10% absolute decline in 1-month 

Not Rated (NR)  : No specific call on the stock Under Review (UR)  : Rating likely to change shortly 

This document has been prepared by the Research Division of Prabhudas Lilladher Pvt. Ltd. Mumbai, India (PL) and is meant for use by the recipient only as 

information and is not for circulation.  This document is not to be reported or copied or made available to others without prior permission of PL. It should not be 

considered or taken as an offer to sell or a solicitation to buy or sell any security. 

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy 

or completeness of the same. Neither PL nor any of its affiliates, its directors or its employees accept any responsibility of whatsoever nature for the information, 

statements and opinion given, made available or expressed herein or for any omission therein. 

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The 

suitability or otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an 

independent expert/advisor. 

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or 

engage in transactions of securities of companies referred to in this report and they may have used the research material prior to publication. 

We may from time to time solicit or perform investment banking or other services for any company mentioned in this document. 

For Clients / Recipients in United States of America: 

All materials are furnished courtesy of Direct Access Partners LLC ("DAP") and produced by Prabhudas Lilladher Pvt. Ltd. ("PLI"). This material is for informational 

purposes only and provided to Qualified and Accredited Investors. You are under no obligation to DAP or PLI for the information provided herein unless agreed to by 

all of the parties. Additionally, you are prohibited from using the information for any reason or purpose outside its intended use. Any questions should be directed to 

Gerard Visci at DAP at 212.850.8888. 

 

 


