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Key Highlights:

Engineers India Ltd (EIL) is a leading global engineering consultancy and EPC, Public Sector company. It provides
services principally focused on the oil & gas and petrochemical sector.

Domestic hydrocarbon market is expected to remain buoyant in the long term driven by the ambitious target set by
Ministry of Petrolium and Natural Gas of expanding India’s refining capacity to 440 MMTPA from 247 MMTPA currently
by the year 2040.

EIL management reiterated positive outlook on the domestic order inflows driven by 1/ brownfield expansion of refineries
(including small refineries with capacity of less than 3 mmtpa) 2/ set up & integration of petrochemical plants with
existing refineries and 3/ greenfield refinery expansion- including Maharashtra Refinery.

Order inflows remained strong in 9MFY19-order backlog reported at record Rs 107.8 Bn implies four to five years of
revenue visibility. Management is optimistic about winning 1/ IOCL Panipat refinery (planned brownfield expansion 15 to
25 MMTPA, EIL already declared L1) and 2/ BPCL (polypropylene unit) orders in the near term.

In our estimates we build, revenue growth at 29% CAGR between FY 18-20E from Rs. 17.8 Bn in FY18 to Rs 29.5 Bn in
FY20E. Within the revenue streams, we expect PMC business to grow at 3.8% CAGR (we expect meaningful growth in
PMC division beyond FY21supported by execution of HPCL Balmer project) and Lumpsum turnkey project segment
(LSTP) is expected to grow at 90% CAGR (on low base of FY18) between FY18-20E.

We build EBITDA margin at 15.7% and 17.4% in FY19E and FY20E respectively driven by operating leverage. As per
management, the major revenue/margin growth would follow in FY20/21E driven by pick up in execution of current order
book in 2HFY20-FY21.

We believe that EIL stock is trading at cheap valuation at PER 14x FY20 core earnings (FY20 core EPS estimated at Rs
5.3). We value FY20 core earnings (excluding other income adjusted for tax) at PER 22x and recommend BUY with target
price of Rs 153.
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We expect the stock to deliver more than 15% returns over the next 12 months

We expect the stock to deliver 5% - 15% returns over the next 12 months

We expect the stock to deliver -5% - +5% returns over the next 12 months

We expect the stock to deliver < -5% returns over the next 12 months

Not Rated. Kotak Securities is not assigning any rating or price target to the stock.
The report has been prepared for information purposes only.

We advise investor to subscribe to the IPO.

Rating Suspended. Kotak Securities has suspended the investment rating and price target
for this stock, either because there is not a sufficient fundamental basis for determining, or
there are legal, regulatory or policy constraints around publishing, an investment rating or
target. The previous investment rating and price target, if any, are no longer in effect for this
stock and should not be relied upon.

Not Available or Not Applicable. The information is not available for display or is not
applicable

Not Meaningful. The information is not meaningful and is therefore excluded.

Our target prices are with a 12-month perspective. Returns stated in the rating scale are our
internal benchmark.
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