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Investment Argument

« KEC reported Q1-FY20revenues of Rs.24 bn,up 15% YoY led
by 25% YoY jump in T&D execution and 67% YoY jump in the
railways segment. KIE expects Q2-FY20 Net Sales and
Adjusted PATtogoup by 10.8% and17.2% on YoY basis.

« In Q1-FY20 EBITDA margin came at 10.4%, in line with
management guidance. Break-up of order backlog as at the
end of Q1-FY20 (Rs.190 bn) was: Transmission &
Distribution (70%), Railways (25%), Water (3%) and cables
(2%).

« Post Q1-FY20 results the management had maintained their
guidance of 15-20% growth in revenues and 10.5% EBITDA
margin for FY20. Based on KIE's Q2-FY20 preview order
inflow in the T&D segment was muted during the quarter
with weak ordering from PGCIL, state and international
projects.

« Post Q1-FY20 results KEC was L1 in orders worth Rs.35 bn
and was expecting an inflow of Rs.160-170 bn in FY20.
Inflows in T&D segment would be driven by green energy
corridor and TBCB projects as well as from international
geographies such as Bangladesh, Nepal, Africa, Far East and
Brazil.

« Key monitorables in KEC would be working capital
improvement, borrowings and average interest cost. KIE has
valued to stock at 12x on rolling forward PE basis. Post the
changes in corporate tax rates, KIE has upgraded the price
target fromRs.330to Rs.3609.

The above is brief note on the company, based on the research report and updates available on our website
at: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental & India Daily dated: 23rd Sep’19 &

7th Oct'19 on https://www.kotaksecurities.com/research_report/recommendation/indiadaily.html




