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• The Indian economy has been growing at ~9% for the past few years. With the global 

crisis and recession fears looming around India is still expected to clock a growth of 6.5%-
7%. Most of the slowdown is from the services and infrastructure sector. Agriculture 
should continue to putter along the modest growth rate its experienced over the years. 

The urban demand will also continue to persist as government and municipalities still 
have a long way to go before they can provide uninterrupted water supply. The demand 
breakup of the pump industry in India is about a 60-40 split between rural and urban 
areas. 

Increasing pollution levels in rivers and lakes as well as increasing environmental 
awareness has increased government focus onto sewage water treatment. This segment 
is expected to do well in the coming years and KSB with its strong R&D and technical 
know how is placed well to capitalize. 

Investment Rationale
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• During FY07 the company's EBIDTA margins were depressed due to increased 

raw material prices, but the results from the first half of FY08 indicate that margins 
are back on track to the 3yr. average 17%-18% maintained during FY04, FY05 
and FY06 as steel and other commodity prices have corrected from their sharp 
run up in 2007.  

• KSB Pumps has shown substantial improvement in its reported quarterly number 
for the first half of the year so far. Net sales have surged 26%. Expenditure is up 
21% resulting in a 339 basis point EBIDTA margin improvement. EBIDTA has 
increased 57.6% YoY. Net income has surged about 50% from Rs.20crs. to 
Rs.30crs. in the first half of FY08.

• On a discounted cash flow computation, we believe that the company should 
trade at a price of Rs.502 per share. At that valuation the company would be 
priced to grow perpetually at 5% pa. Current market prices imply that the 
company will sustain negative growth of about 4% till it goes out of business. 
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• The stock currently trades close to its 52 week low at 5.2x its FY09e earnings. 

The company’s current market cap is Rs.356.7crs, while the company holds cash 
balance of about Rs.50crs on its books. The company also hold’s 49% in MIL 
Controls Ltd. and the financial performance of the company has been scorching in 
the past few years. Net profit has grown from Rs.1.28crs in FY02 to Rs.20.1crs. In 
FY07. MIL has paid out a dividend of 0.75crs and 2.75crs in FY06 and FY07 
respectively. The carrying value of MIL’s 49% is 18crs on KSB’s balance sheet.

• While we haven't factored in the income from MIL that KSB reports in its income 
statement, based on MIL’s current dividend payout, and assuming it will remain 
constant, it can add an additional Rs.30crs of value to KSB. 
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Klein Schanzlin & Becker (KSB) is one of the world’s largest centrifugal pump manufacturers 
with manufacturing plants, subsidiaries and agencies in most countries of the world. Its annual 
turnover is about 1.8 billion euro. In its 125 plus years existence, KSB has been at the front of 
almost every major centrifugal pump development and design. KSB’s Research and 
Development Program, Quality Assurance, Engineering and Test Facilities are amongst the 
best in the industry. As a result, KSB pumps incorporate state-of-the-art features capable of 
giving the finest, most efficient performance available.

KSB Pumps, Indian subsidiary of Klein Schanzlin & Becker (KSB), Germany,is one of the 
largest manufacturer and seller of pumps and valves in India. The company was established 
in 1960 in India. While the foreign promoter holds 40.54% stake in the company, the Indian 
promoters hold 25.95% taking the total promoter holding to 66.49%. 

KSB Pumps Limited is engaged in the manufacture of power driven pumps, industrial valves 
and castings. Castings are mainly produced for captive consumption. The Company caters to 
building services, industry and water utilities, the energy sector and mining. KSB is a service 
partner and provides hydraulic systems for water supply and drainage. It has more than 30 
manufacturing sites in 19 countries. 
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The Company's pump range covers a spectrum from domestic rainwater utilization 
systems to process pumps or power station boiler feed units. . It offers various pumps, 
such as industrial, submersible, and effluent treatment for water supply and building 
services; chemical, oil, steam, and power generation; and sewage and waste water 
treatment. The company’s valves and spares are used in handling water and gas for 
power generation units, process engineering, and non-aggressive media.

During the year ended December 31, 2007, KSB operated in three main segments: 
pumps segment, which includes manufacturing/trading of all types of pumps, such as 
industrial, submersible, effluent treatment, and spares and services in respect thereof; 
Valves segment, which consists basically of manufacturing and trading of industrial valves 
and spares and services in respect thereof, and Others, represents manufacture of 
castings. It also manufactures castings for captive consumption, as well as undertakes 
various service contracts and energy audits. 

The company has grown geographically and has it plants located at Pune, Ahmednagar, 
Chinchwad, Nashik and Coimbatore since its first plant which was set up at Pimpri, in 
Pune in 1960. The company's own foundry plant is at Ahmednagar in Maharashtra.
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Rs./crs. Q2FY08 Q2FY07 VAR [%] Q1FY08 Q1FY07 VAR [%]

Net Sales 149.0 112.4 32.6 132.1 109.6 20.5
Total Expenditure 121.7 98.8 23.1 110.8 92.3 20.1

EBIDTA 27.3 13.5 102.2 21.3 17.3 22.7
Depreciation 3.1 2.6 19.5 2.9 2.4 21.8

EBIT 24.2 10.9 122.1 18.4 15.0 22.9

Interest 0.4 0.1 157.1 0.3 0.1 240.0

EBT 23.9 10.8 121.7 18.0 14.9 21.4

Other Income 2.9 1.4 98.6 1.9 3.2 -42.7

Tax 9.6 4.2 130.8 7.0 5.6 25.4

Net Income 17.1 8.0 112.8 12.9 12.5 3.0

EPS 9.8 4.6 113.7 7.4 7.2 3.1
EBIDTA Margin 18.3 12.0 16.1 15.8

NI Margin 11.5 7.2 9.8 11.4

Half Year CY08 Results
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Rs./crs. 2006 2007 2008e 2009e 2010e
Net Sales 407.50 466.48 573.28 644.94 709.43
Expenditure 324.85 398.07 474.10 532.07 588.83
EBIDTA 82.65 68.41 99.18 112.86 120.60
Depreciation 8.83 10.99 12.06 13.39 14.36
EBIT 73.82 57.42 87.12 99.47 106.25
Interest -1.85 -2.95 -2.66 -2.54 -3.10
Other Inc/Exp 3.76 3.98 3.50 3.50 3.50
EBT 79.43 64.35 93.28 105.51 112.84
Tax 28.53 21.05 32.65 36.93 39.50
Net Income 50.90 43.30 60.63 68.58 73.35
EPS 29.25 24.89 34.84 39.41 42.15
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Rs./crs. 2006 2007 2008e 2009e 2010e

Share Capital 17.40 17.40 17.40 17.40 17.40

Reserves 192.64 232.31 279.89 328.46 379.19

Total Shareholders Funds 210.04 249.71 297.29 345.86 396.59

Debt 10.95 25.12 29.34 32.68 35.65

Total Liabilities 221.00 274.79 326.64 378.55 432.25

Net Block 67.25 90.10 97.04 98.12 99.83

Investments 15.12 18.05 18.05 18.05 18.05

Current Assets 138.63 166.64 211.55 262.38 314.37

Total Assets 221.00 274.79 326.64 378.55 432.25
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This document has been prepared by Amit Nalin Securities Pvt Ltd. 

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, Amit Nalin 
Securities, director and employees  are under no obligation to update or keep the information current. Also, there may be 
regulatory, compliance, or other reasons that may prevent Amit Nalin Securities 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. 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 Amit Nalin 
Securities Pvt Ltd 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. Amit Nalin Securities Pvt Ltd 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. Any comments or statements 
made herein are those of the analyst and do not necessarily reflect those of Amit Nalin Securities.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. Amit Nalin Securities will not treat recipients as customers by virtue of their receiving this report.

Disclosure of interest:
Amit Nalin Securities  have 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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