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Key valuation metrics 

Year to Mar (Rs m) Net sales yoy change (%) Net profit yoy chg (%) EPS EV/E (x) PER (x) 
FY05  2,895  (3.3)  507  6.4  68.8  30.8  14.1  

FY06  4,902  69.3  838  65.2  22.7  16.3  42.8  

FY07E 6,085 24.1 1,131 34.9  27.4  13.5  35.5  

FY08E 11,077 82.0 3,429 203.3 83.1 6.4  11.7 
  

Aban Loyd (Aban) has reported modest Q1FY07 results – net profit has fallen 7.4%yoy to Rs191m, which is below 
our expectations. Net profit is down due to higher overhead charges from FCCB issue expenses, lower other 
income and higher tax charges. In the absence of asset addition and with new contracts coming into effect from 
H2FY07, topline has also remained flat. Going forward, capacity constraints given the long gestation period of 2-3 
years for a new rig, coupled with rising proportion of long-term contracts and timely addition of new rigs, give 
earnings visibility over FY06-08 (growth estimated at 91% CAGR). Aban’s earnings are going to be back ended as 
most old contracts come up for re-negotiation over the next year and a half with addition of new assets during the 
same period. Strategic acquisition of assets (like buying a 33.76% stake in Sinvest) will give Aban possession of 
newly built rigs suitable for deep waters as also help the company capitalize on the firm rig rate environment. We 
maintain our fully diluted earnings forecast (after factoring in USD100m dilution at a conversion price of 
Rs1000/share) for FY07 and FY08 at Rs27.4 and Rs83.1 respectively in view of the tight rig market and rising 
exploration expenditure due to soaring crude oil prices. Reiterate Outperformer with a 12-month price target of 
Rs1496.   

KEY HIGHLIGHTS 
Aban has reported sedate Q1FY07 operating results, which is in line with our expectations. EBIDTA has declined 
4%yoy in the quarter to Rs666m as operating performance was impacted by higher overhead charges of Rs22.5m 
relating to FCCB issue. As a result, EBIDTA margins fell 210bp yoy to 53.8%. However, at the net level, the results are 
below our estimate as higher tax charges of 46.5% as against 43.5% in Q1FY06 pulled down PAT by 7.4% to Rs191m.  

The salient points of the result are as follows: 

• In the absence of asset addition and with new contracts coming into effect from H2FY07, topline grew 1.6%yoy to 
Rs1238m.  

• Overhead charges, however, grew 55%yoy to Rs210m as Aban charged off FCCB issue expenses of Rs22.5m in the 
quarter. 

• Other income fell 18% yoy to Rs32m – the decline in net profit would have been higher but for lower interest 
charges of Rs99m (down 23%yoy). 
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• Tax rate stood at 46.5% in the quarter as against 43.5% in Q1FY06. 

• Aban is transferring Aban VII to its wholly owned subsidiary, Aban Singapore, along with Aban VIII and Aban 
Abraham that were acquired through this subsidiary. Aban Singapore was the vehicle for Sinvest acquisition that the 
company recently concluded for USD 445m. Reportedly, the company is considering diluting its stake in the 
Singapore subsidiary. 

��Earnings estimates maintained; reiterate Outperformer  
We maintain our fully diluted earnings forecast (after factoring in USD100m dilution at a conversion price of 
Rs1000/share) for FY07 and FY08 at Rs27.4 and Rs83.1 respectively given the tight rig market and rising exploration 
expenditure tracking the soaring crude oil prices. Capacity constraints, given the long gestation period of 2-3 years for a 
new rig, as also rising proportion of long-term contracts and timely addition of new rigs give earnings visibility (91% 
CAGR estimated over FY06-08). Reiterate Outperformer with a 12-month price target of Rs1496.  

Quarterly results        

Year to 31st March (Rs m) Q1FY05 Q2FY05 Q3FY05 Q4FY05 Q1FY06 Q2FY06 Q3FY06 Q4FY06 Q1FY07 
Net sales 642 642 573 1,027 1,218 1,274 1,207 1,202 1,238 

   yoy change (%) (5.1) (13.8) (14.9) 52.6 89.7 98.5 110.6 17.1 1.6 

Total expenditure 337 313 294 435 525 570 524 531 572 

Operating profit 306 329 279 592 693 704 683 671 666 

   yoy change (%) (3.3) (11.0) (16.8) 97.7 126.8 113.8 144.9 13.3 (3.9) 

Other income 13 13 27 20 40 45 31 37 32 

Interest 27 30 30 99 129 107 116 85 99 

Depreciation 116 118 114 200 238 249 243 220 241 

PBT 177 195 161 314 365 394 355 404 357 

Tax rate (%) 51.0 41.1 37.2 36.7 43.5 41.9 47.9 45.6 46.5 

Tax 90 80 60 115 159 165 170 184 166 

Net profit 87 115 101 199 206 229 185 220 191 

   yoy change (%) 26 (27) (31) 100 139 99 83 11 (8) 

Operating parameters          

OPM (%) 47.6 51.3 48.6 57.7 56.9 55.3 56.6 55.8 53.8 

NPM (%) 13.5 17.9 17.7 19.4 16.9 17.9 15.3 18.3 15.4 

Valuation          

Outstanding shares (m) 74 74 74 74 74 74 74 74 74 

EPS (Rs) 2.4 3.1 2.7 5.4 5.6 6.2 5.0 6.0 5.2 

Cash EPS (Rs) 5.5 6.3 5.8 10.8 12.1 13.0 11.6 11.9 11.7 
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This document has been prepared by S S Kantilal Ishwarlal Securities Private Limited (SSKI). SSKI and its subsidiaries and associated companies are full-service, integrated investment 
banking, investment management and brokerage group. Our research analysts and sales persons provide important input into our investment banking activities. 

This document does not constitute an offer or solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. 

The information contained herein is from publicly available data or other sources believed to be reliable. While we would endeavor to update the information herein on reasonable basis, 
SSKI, its subsidiaries and associated companies, their directors and employees ("SSKI 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 SSKI and affiliates from doing so. 

We do not represent that information contained herein is accurate or complete and it should not be relied upon as such. This document is prepared for assistance only and is not 
intended to be and must not alone betaken as the basis for an investment decision. The user assumes the entire risk of any use made of this information. Each recipient of this document 
should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the 
merits and risks involved). The investment discussed or views expressed may not be suitable for all investors.  

Affiliates of SSKI may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.  

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 SSKI 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. 

Reports based on technical analysis centers on studying charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may 
not match with a report on a company's fundamentals. 

SSKI & affiliates may have used the information set forth herein before publication and may have positions in, may from time to time purchase or sell or may be materially interested in 
any of the securities mentioned or related securities. SSKI may from time to time solicit from, or perform investment banking, or other services for, any company mentioned herein. 
Without limiting any of the foregoing, in no event shall SSKI, any of its affiliates or any third party involved in, or related to, computing or compiling the information have any liability 
for any damages of any kind. Any comments or statements made herein are those of the analyst and do not necessarily reflect those of SSKI. 

This document is subject to changes without prior notice and is intended only for the person or entity to which it is addressed to and may contain confidential and/or privileged material 
and is not for any type of circulation. Any review, retransmission, or any other use is prohibited. 

Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. SSKI will not treat recipients as customers by virtue of their 
receiving this report. 

Explanation of Ratings: 
1.  Outperformer:       More than 10% to Index  
2.  Neutral:                Within 0-10% to Index 
3.  Underperformer:    Less than 10% to Index 

Disclosure of interest: 
1. SSKI has not received compensation from the company covered herein in the past twelve months for Issue Management, Capital Structure, Mergers & Acquisitions, Buyback of 

shares and Other corporate advisory services. 
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3. SSKI and its affiliate do not hold the paid up capital of the company. 

4. The Equity Analyst and his/her relatives/dependents holds no shares of the company covered as on the date of publication of research on the subject company". 
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