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Present Scenario - India 

Economy is strongly rebounding
2QFY10 GDP growth 7.9%, up from 6.1% previous quarter, beating 
expectations

Investment risk appetite improving 
Many projects taking off

Govt. might exit stimulus measures in 1Q 2010

Availability of Natural Gas from KG D6 field spurring 
investment in sectors viz.

Fertilizer

Power

Indian E&C companies trading at significant premium 
to global 1 yr fwd P/E
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Risks - India

Click to add Title1 Projects being rebid or restructured‐ budgets not in 
sync with prevailing market conditions

Click to add Title2 Delay in award of various planned Infrastructure 
projects ‐ Roads

Click to add Title1 Entry/ reentry of regional E&C players in the    
offshore construction space

Click to add Title2 Accessing International markets & Operating 
globally
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Click to add Title1 Shift to a sharp increase in project size
Power Projects
Offshore Projects



Risks - India

Click to add Title1 Sharp volatility in exchange rates vis‐à‐vis INR

Click to add Title2 Interpretation of Taxation rules

Click to add Title1 Visa rules – Stricter implementation
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Click to add Title2 Sluggish Legal system‐ dispute resolution 
mechanisms

Click to add Title1 Right of Way, Land Acquisition



Opportunities - India
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THANK YOU
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E&C Companies at a premium to Global 1 yr fwd P/E
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Companies Currency
Price 

05/18/2009
Market Cap

USD m
P/E (X)     
1‐yr fwd

Indian Capital Goods
Larsen and Toubro INR 1,290 15,644 22.6
Punj Lloyd INR 163 1,030 13.8
Hindustan Construction Co INR 76 386 18.6
IVRCL Infrastructure & Projects INR 203 538 13.3
Jaiprakash Associates Ltd. INR 168 3,948 19.9
GMR Infrastructure Ltd INR 137 4,970 91.0

Mcap‐Weighted Average (Mean) 34.4

Asia Capital Goods
Chiyoda J Yen 597 1,593 32.9
Daelim Industrial SK Won 67,900 1,876 9.4
Daewoo E&C SK Won 11,600 3,000 12.0
Doosan Heavy Industries & Construction SK Won 78,200 6,491 38.5
GS E&C SK Won 76,000 3,077 10.1
Hitachi Construction Machinery J Yen 1,454 3,230 58.8
Hyundai Development SK Won 44,700 2,675 15.6
Hyundai E&C SK Won 65,900 5,801 14.1
JGC J Yen 1,389 3,679 13.4
Komatsu J Yen 1,280 13,172 55.1
Mitsubishi Heavy Industries J Yen 324 11,364 NA
Samsung C&T SK Won 42,250 5,240 23.3
Samsung Engineering SK Won 81,200 2,579 13.5
Samsung Heavy Industries J Yen 379 2,399 24.6

Mcap‐Weighted Average (Mean) 25.6



E&C Companies at a premium to Global 1 yr fwd P/E
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Companies Currency
Price 

05/18/2009
Market Cap

USD m
P/E (X)     
1‐yr fwd

North American Capital Goods
Caterpillar, Inc USD 38 24,009 36.0
Deere & Co. USD 44 19,091 13.7
Eaton Corp USD 47 7,403 19.3
EMCOR Group USD 23 1,494 11.6
Fluor Corp USD 45 8,073 11.9
Foster Wheeler Ltd. USD 24 3,098 11.1
Jacobs Engineering Group Inc. USD 40 4,896 12.1
Kennametal Inc USD 18 1,380 26.3
Terex Corp. USD 15 1,462 NA

Mcap‐Weighted Average (Mean) 21.3

European Capital Goods
MAN AG Euro 46 9,117 18.4
Metso OYJ Euro 13 2,422 14.8
Saipem Euro 18 10,498 12.2
SBM Offshore USD 12 2,309 10.7
Scania Krona 81 8,204 31.6
Technip Euro 33 4,639 8.9
Volvo Krona 50 12,935

Mcap‐Weighted Average (Mean) 13.1

Global Average
Mcap‐Weighted Average (Mean) 22.3

Source: Company Data DataStream, Bloomberg



Global players become effective
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As Power generation focus shifts to complex and cleaner technologies, Global players are becoming more 
effective.

Source: Company Data DataStream



Target markets offer a significant opportunity
XI  5-yr plan (2007-12)
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Larsen & Toubro LimitedE&C Division

Gas opportunity
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India’s per capita energy consumption (PCEC)  (~ 360 kg oe) significantly below other leading 
economies (~1200 kg China & 7,500 kg USA). Integrated Energy Policy (IEP) expects the growth 
in PCEC to quadruple by 2030 
Gas consumption in India CAGR of >6% (Global:2.6%), Expected to double in next 10 years
India is slowly moving towards the global scenario where gas plays a dominant role in the 
energy mix 
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Driving Factors for Gas Demand in India

Source- Gas Demand Projections by Working Group (GoI) XI Plan  –beyond 2012(Total 290 
mmscmd)

Almost,71% of the Gas 
Demand will be required by 
Power & Fertiliser industry.
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In Summary…….

Gas Sources

Existing supply ~130 
MMSCMD

Dominated by ONGC

Major fields:
− Bombay High  
– Ravva
− Cambay

Supply to  290  
MMSCMD  by 2017

Larger supply base
ONGC
RIL
BG
CAIRN
GSPC

Major new fields:
KG Basin   
Rajasthan
Cauvery Basin 
Gujarat

Gas sector will gradually shift from being consolidated to one dominated 
by a number of players

Dimensions Future…Past …..
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