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CMILTD CMP:RS 176 TRGT:RS 215 TIME HORIZON: 1 YEAR

CMI Ltd, having remained under performer in last 1 year, with stock price having corrected from Rs
372 seen on 30th April, despite good rally seen in peer like Universal Cables, Sterlite Tech and
Vindhya Telelinks, is likely to catch up, with company having received much awaited approval for its
plant at Baddi, H.P., which has now been included in the list of "RDSO vendors for development order
for signalling and Telecom items" for Indian Railways. Since CMI Itd., having its plant at Faridabad is
already on the forefront of supplying cables to the Indian Railways, and now with the RDSO approval
for its Baddi plant too, with the increased capacity to manufacture Railway Cables, the company will
start procuring fresh Railway business directly from its Baddi Plant One must note that the Baddi
plant already has approvals of SEBs, BHEL and various solar EPC contractors for supply of power &
solar cables and management was eagerly awaiting to bag approvals from railways, metros and other
key clients, since last 6 months. The current plant occupies only 1/3rd of the 20 acre land, having
potential turnover of Rs 1,000 cr. As space constraint caps the Faridabad plants revenue at Rs 350cr,
we believe the Baddi plant will contribute to CMI's incremental growth with major approvals now seen
in place. Currently, only 25% of the Baddi plant is being utilised. Hence, considering the demand
scenario, Baddi plant utilisation can catapult to capacity utilisation of over 70% in FY20 from 25%
currently. CMI Ltd is manufacturer of cables for various industries segments such as the railways, oil
& gas, telecommunication, energy, industrial, power and petrochemical. The company is present in
the entire value chain of the wire and cable industry, starting from design, development and
manufacturing to marketing and distribution of cables. Faridabad plant manufactures all types of
specialty cables while Baddi plant can manufacture power cables like HT, LT and solar cables.
Company has ended FY18 with Revenue of Rs 574 cr (up 35%), EBITDA of Rs 76 cr (up 55%) with
EBITDA margin of 13.2%and PBT of Rs 39.4 cr (up 74%Y0oY), leading to an EPS of Rs 17.17. In
FY17 company had tax write back of Rs 17.8 cr and hence PAT of FY18 looks flat in comparison to
FY17. Company is having M Cap of Rs 266 cr and EV of Rs 466 cr only, leading to an EV/Sales of
0.8x, EV/EBITDA of 6.1x and PE of 10.2x and RoE of 16%. Stock is lying low, as Q1FY19 earnings
were flattish, inspite of Faridabad running at full capacity, but inability to ramp up Baddi plant, due to
lack of approvals. Share ruling at Rs 176 is offering an opportunity in adversity and can move to Rs
215in 1 year.

DISCLAIMER: This is solely for information of clients of Farsight Securities Ltd. and does not construe to be an investment advice. It is also not intended as an offer or solicitation for the
purchase and sale of any financial instruments. Any action taken by you on the basis of the information contained herein is your responsibility alone and Farsight Securities Ltd. its
subsidiaries or its employees or associates will not be liable in any manner for the consequences of such action taken by you. We have exercised due diligence in checking the
correctness and authenticity of the information contained in this recommendation, but Farsight Securities Ltd. or any of its subsidiaries or associates or employees shall not be in any way
responsible for any loss or damage that may arise to any person from any inadvertent error in the information contained in this recommendation or any action taken on basis of this
information. Technical analysis studies market psychology, price patterns and volume levels is used to forecast future price and market movements. Technical analysis is complementary
to fundamental analysis and news sources. The recommendations issued herewith might be contrary to recommendations issued by Farsight Securities Ltd. in the company research
undertaken as the recommendations stated in this report is derived purely from technical analysis. Farsight Securities Ltd. has based this document on information obtained from sources
it believes to be reliable but which it has not independently verified; Farsight Securities Ltd. makes no guarantee, representation or warranty and accepts no responsibility or liability as to
its accuracy or completeness. The opinions contained within the report are based upon publicly available information at the time of publication and are subject to change without notice.
The information and any disclosures provided herein are in summary form and have been prepared for informational purposes. The recommendations and suggested price levels are
intended purely for trading purposes. The recommendations are valid for the day of the report however trading trends and volumes might vary substantially on an intraday basis and the
recommendations may be subject to change. The information and any disclosures provided herein may be considered confidential. Any use, distribution, modification, copying, forwarding
or disclosure by any person is strictly prohibited. The information and any disclosures provided herein do not constitute a solicitation or offer to purchase or sell any security or other
financial product or instrument. The current performance may be unaudited. Past performance does not guarantee future returns. There can be no assurance that investments will
achieve any targeted rates of return, and there is no guarantee against the loss of your entire investment.

POTENTIAL CONFLICT OF INTEREST DISCLOSURE (as on date of report)

Disclosure of interest statement — » Analyst interest of the stock /Instrument(s): - No. « Firm interest of the stock / Instrument (s): - No.




