6th September, 2011

PG Electroplast Ltd. - IPO Note: “AVOID”
PG Electroplast is an Electronic Manufacturing Services (EMS) provider for
Original Equipment Manufacturers (OEMs) of consumer electronic products in
India.
It manufactures and/or assembles a comprehensive range of
consumer electronic components and finished products such as colour
television (CTV) sets & components, air conditioners (ACs) sub-assemblies,
DVD players and Compact Fluorescent Lamps (CFL) for third parties. As
backward integration, it also engaged in plastic injection moulding and
manufacture Printed Circuit Boards (PCB) assemblies for CTVs, DVD players
and CFL. Some of its clients include leading brands in the electronic products
market.
At the upper band of the issue price, PG Electroplast is valued at 19x its FY11
Rs. 10.9/share (post issue). With due consideration to factors like major
presence in CRT TVs segment (76.8% of total sales in FY11) which poses
technology obsolete risk in the current advanced technological era, related
party sales which accounted for 54.07% of sales in FY11 (top five customers
includes three group companies), client concentration risk (top five
customers accounted for 95% of sales in FY10, short term nature of contracts
with its clients, low value addition in the products resulting in relatively low
profit margins, expensive valuations as compared to peers and poor
secondary market conditions, we believe the stock is valued at a premium
and recommend investors to “AVOID” the issue.
Financial summary (Unconsolidated)
Y/e 31 Mar (Rs. mn)
Total income
Operating Profit
OPM (%)
PBT
Reported PAT
PAT margin (%)
Equity Capital
Networth

FY09
1259
53
4.2
16
11.4
0.91
30.1
174

FY10
3,543
171
4.8
128.2
100.3
2.8
106.69
274.2

FY11
4239
278
6.5
232.5
179
4.2
106.69
436.5

Source: RHP, Ajcon Research

Issue date

Sep 07 – Sep 12, 2011

FV

Rs. 1.21 bn at upper end of
the price band
Rs.10

Price Band

Rs. 190-210 per share

Fresh issue

5.74mn equity shares
50% - QIBs
35% - Retail
15% - Non Institutional
Bidders

Issue size

Issue structure

Equity shares prior
to issue

10.66 mn

Equity shares post
issue

16.4 mn

Post issue market
capitalization

Rs. 3,444 mn at upper price
band

Promoters
Book Running
Lead Managers
IPO Grading
Registrar to the
issue

Mr. Pramod Gupta, MD
Mr. Anurag Gupta, ED
Mr. Vishal Gupta, ED
Mr. Vikas Gupta, ED
Almondz Global Securities
Ltd.
Grade 3/5 by CARE
indicating average
fundamentals
Karvy Computershare Pvt.
Ltd.

Shareholding
Pattern (%)

Pre Issue

Post Issue

Promoters

100

65

Public

-

35

Total

100

100

Objects of the issue

Particulars
Prepayment of term loan
Expansion of facilities
Working capital requirements
General corporate pur[poses and issue expenses

Amount (Rs. in mn)
241
511
150
-

Source: RHP, Ajcon Research

Peer analysis
Segment

CMP (Rs.)

FV (Rs.)

Book value (Rs.)

P/BV(x)

FY 11EPS (Rs)

P/E(x)

PG Electroplast
MIRC Electronics
Samtel Colour

190-210
19
5

10
1
10

100 (post issue)
18.7
21.8

2.10x
1.02x
0.23x

10.9
1.93
(11.43)

17 -19
10
-

Source: RHP, Ajcon Research, CMP as on 6th September, 2011
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Disclaimer
The content in this report has been prepared by Ajcon Global Services Ltd. and is meant for the recipient for use as
intended and not for circulation.
The content in the report should not be reported or copied or made available to others. The information contained
herein is from the public domain or sources believed to be reliable. While reasonable care has been taken to ensure
that information given is at the time believed to be fair and correct and opinions based thereupon are reasonable,
due to the very nature of research it cannot be warranted or represented that it is accurate or complete and it
should not be relied upon as decision such.
Ajcon Global Services Ltd. would not be responsible for any loss to the investors; they should verify all the
fundamentals before investing. Ajcon Global Services Ltd., its directors and employees, will not in any way be
responsible for the contents of this report. This is not an offer to sell or a solicitation to buy any securities. The securities
discussed in this mailer may not be suitable for all investors. Investors must make their own investment based on their
own investment objectives, goals and financial position and based on their own analysis.
Ajcon Global Services Ltd. proprietary trading and investment businesses may make investment decisions that are
inconsistent with the recommendations expressed herein. We and our affiliates, officers, directors, and employees
may: (a) from time to time, have long or short positions in, and buy or sell the securities thereof, of company (ies)
mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other
compensation or act as a market maker in the financial instruments of the company (ies) discussed herein or act as
advisor or lender / borrower to such company (ies) or have other potential conflict of interest with respect to any
recommendation and related information and opinions. The analyst for this report certifies that all of the views
expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific
recommendations or views expressed in this report.
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