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Recovery Awaited, Global Factors At Play 
Leading global capital goods manufacturers have partially shut factories 
amidst Covid-19 led lockdown and weakening demand. Global supply 
chains are also getting impacted. Our coverage universe of L&T, Siemens 
and ABB have strong balance sheets and are well placed to endure these 
tough times. The immediate focus is on (1) Safeguarding employee safety 
and health (2) Business continuity & (3) Strong focus on cash 
conservation. The turnaround time to normalcy may be quick in case of 
EPC players like L&T, as large part of the migrant labor force is still at site 
and reliance on global supply chain is limited. KEC and Kalpataru Power 
have large overseas presence with 40/45% ex-India order book. 
Dependence on India supply chain may impact overseas execution as 80-
90% supply chain resides within India.   
Excerpts from the recent announcements by leading Industrials 
companies  
 The global commentary from leading Industrials majors viz. Siemens AG, 

ABB, Bombardier, Cummins, Caterpillar, etc. point to partial/complete 
shutdown of global factories across countries which have been worst hit by 
Covid-19. Global demand remains weak and countries are grappling with 
challenge of flattening Covid-19 curve through lockdown and social 
distancing. Companies are restraining from giving any forward guidance.    

Supply chain moderately stressed 
 Whilst players like Siemens, ABB etc have global supply chains and 

factories the demand has shrunk, while the supply chain is also moderately 
stressed. China Covid-19 impact has started to ebb with opening of 
manufacturing plants though demand is muted. Players like KEC/Kalpataru 
have 40/45% overseas order book, execution on which may slow down as 
large part of their global supply chain originates from India (~70-80%) which 
is currently under lockdown.     

RBI unleashes host of measures, more action awaited   
 RBI announced multiple steps to arrest large scale defaults and credit rating 

downgrade for the industrial sector. Whilst it may largely benefit leveraged 
Infra EPC players, L&T, Siemens and ABB remain insulated. 3-month term 
loan moratorium, 3-month working capital interest deferrals and more 
conducive working capital terms are few measures which shall help alleviate 
liquidity tightness and credit risks on Infra EPC players’ balance sheet.   

Short cycle business impacted most, fiscal stimulus awaited   
 ABB and Siemens have short cycle orders in automotive and machine 

building segment which may take time to recover even if the Covid-19 
lockdown is removed as consumer demand may remain muted. The 
consumers may have to first repay existing liabilities and then consider more 
discretionary spending. Project business pending awards may get delayed.   

Building earnings sensitivity, aggregate 20.1/39.5% cut in FY21E EPS 
 Whilst we can’t hazard a guess on extent of Covid-19 lockdown we have 

build in two scenario FY21E earnings sensitivity. Scenario 1 – one month 
complete lockdown with another two months time for full recovery and 
Scenario 2 – two month complete lockdown with another four months for full 
recovery. We expect partial lifting of lockdown and slow reverse labor 
migration to sites. Supply chain will also take time to revive. CNBC: once 
pandemic ends, businesses may take 6months to get up and running 
normally, says CFO Survey (US). Stay with strong balance sheet 
companies.   

Company 
MCap 

(Rs bn) 
CMP 
(Rs) 

Reco. 

Larsen Toubro 1,120 799 BUY 
Siemens Ltd 385 1081 ADD 
ABB India 188 881 ADD 
KEC Ltd 46 177 BUY 
Kalpataru Power 28 178 BUY 
 

HSIE Coverage  
 

PAT Change 
Scenario 

1 
Scenario 

2 
% 

Change 
% 

Change 
Industrials  (20.1) (39.5) 

Larsen & Toubro Ltd (15.3) (33.9) 

Siemens (23.3) (43.2) 

ABB India (26.8) (45.1) 

KEC International (30.9) (53.7) 
Kalpataru Power 
Transmission 

(20.9) (36.5) 

PNC Infratech (23.7) (39.9) 

Dilip Buildcon (28.7) (48.3) 

KNR Constructions (24.6) (41.4) 

IRB Infrastructure (39.2) (66.0) 

Ashoka Buildcon (20.1) (33.9) 

Ahluwalia Contracts (24.3) (40.9) 

NCC (38.3) (64.5) 

PSP Projects (20.2) (34.1) 

HG Infra (24.5) (41.3) 

JMC Projects (47.3) (79.7) 
Sadbhav 
Engineering 

(42.0) (70.8) 

Capacite 
Infraprojects 

(64.2) - 

ITD Cementation (62.5) - 
J Kumar 
Infraprojects 

(37.2) (62.7) 

Scenario 1: One month lockdown and 
another two months for complete recovery  
Scenario 2: Two month lockdown and 
another four months for complete recovery 
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HSIE 

Coverage (Rs 

bn) 

  

 Current FY21 estimates   Costs (FY21E)  
 Scenario 1: Covid-19 

impact lasts till 1Q FY21  

 Scenario 2: Covid-19 

impact lasts till 2Q FY21  

PAT Change 

  

 Key Remarks/Comments/Pointers  

 Scenario 

1  

 Scenario 

2  

Revenue EBITDA PAT Variable Fixed Revenue EBITDA PAT Revenue EBITDA PAT 
% 

Change 

% 

Change 

Industrials 2,876 375 201 2,424 195 2,548 317 160 2,319 262 121 (20.1) (39.5) 
 

Larsen & 

Toubro Ltd 
1,759 217.3 131.6 1,542 46 1,568 188.2 111.4 1,436 154.1 87.0 (15.3) (33.9) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period. IT/ITES subs have marginal 

impact as they continue to work from home 

Siemens 143 15.7 12.6 111 19 127 11.7 9.7 112 8.3 7.2 (23.3) (43.2) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period. Exports also to come to halt 

as supply chain gets impacted 

ABB India 83 7.0 5.1 69 7 71 5.1 3.7 63 3.9 2.8 (26.8) (45.1) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period. Exports also to come to halt 

as supply chain gets impacted 

KEC 

International 
142 14.8 7.2 114 19 127 11.7 5.0 116 9.5 3.3 (30.9) (53.7) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period. Execution on International 

orderbook (40%) to stop as supply chain gets impacted. 70-

80% supplies from India 

Kalpataru 

Power 

Transmission 

92 9.9 5.7 76 8 82 8.2 4.5 75 7.0 3.6 (20.9) (36.5) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period. Execution on International 

orderbook (45%) to stop as supply chain gets impacted. 80-

90% supplies from India 

PNC Infratech 60 8.4 4.1 48 6 52 7.0 3.1 47 6.0 2.5 (23.7) (39.9) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Dilip Buildcon 104 17.6 6.2 85 12 91 15.1 4.4 82 13.4 3.2 (28.7) (48.3) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

KNR 

Constructions 
29 5.6 2.5 22 4 26 4.7 1.9 23 4.1 1.4 (24.6) (41.4) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

IRB 

Infrastructure 
76 30.6 6.5 42 25 66 26.3 4.0 60 23.4 2.2 (39.2) (66.0) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Ashoka 

Buildcon 
50 6.3 3.8 42 5 44 5.3 3.1 39 4.5 2.5 (20.1) (33.9) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Ahluwalia 

Contracts 
21 2.8 1.7 17 2 19 2.3 1.3 17 1.9 1.0 (24.3) (40.9) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

NCC 106 12.6 3.9 89 12 92 10.4 2.4 83 9.0 1.4 (38.3) (64.5) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 
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HSIE 

Coverage (Rs 

bn) 

   

 Current FY21 estimates   Costs (FY21E)  
 Scenario 1: Covid-19 

impact lasts till 1Q FY21  

 Scenario 2: Covid-19 

impact lasts till 2Q FY21  

PAT Change 

  

 Key Remarks/Comments/Pointers  

 Scenario 

1  

 Scenario 

2  

Revenue EBITDA PAT Variable Fixed Revenue EBITDA PAT Revenue EBITDA PAT 
% 

Change 

% 

Change 

PSP Projects 16 2.0 1.2 13 1 14 1.6 1.0 13 1.4 0.8 (20.2) (34.1) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

HG Infra 29 4.3 2.2 23 3 25 3.6 1.6 23 3.1 1.3 (24.5) (41.3) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

JMC Projects 42 4.5 1.7 33 6 36 3.5 0.9 33 2.7 0.3 (47.3) (79.7) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Sadbhav 

Engineering 
32 3.9 1.3 26 5 28 3.1 0.8 25 2.6 0.4 (42.0) (70.8) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Capacite 

Infraprojects 
21 2.8 0.3 17 4 19 2.3 0.1 17 1.9 (0.1) (64.2) - 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

ITD 

Cementation 
34 3.4 1.1 27 6 30 2.5 0.4 27 1.9 (0.2) (62.5) - 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

J Kumar 

Infraprojects 
36 5.2 2.1 28 6 31 4.2 1.3 28 3.4 0.8 (37.2) (62.7) 

Impact on execution assuming 1 month of lockdown with 

recovery in execution over 2 months and impact assuming 2 

months of lockdown with recovery in execution over 4 months 

respectively; employee cost to be borne by the company 

throughout the lockdown period 

Source: HSIE 
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Larsen and Toubro Ltd (HDFC Sec interaction) 
 Most of the sites are shut due to Covid-19 lockdown. Focus is on safety of employees 

and contract workers. L&T has set aside an outlay of Rs 5bn per month to support 
about 160,000 contract workers by continuing to pay their wages and providing food 
and basic amenities. 

 Well placed to meet any liabilities servicing as L&T has strong balance sheet.  

 Turnaround time to resume normal operations depends on (1) When the lockdown is 
lifted (2) While labour remain at site but large no. has also returned to native states 
and may take time to return (3) Supply chain largely in India hence may not take time 
to ramp up.  

 Force majeure clause may result in ‘Extension of Time’. The clause doesn’t cover the 
cost reimbursement. Will have to look at case to case basis.   

 Buyback as of now status quo may look at it afresh once the Schneider Rs 140bn 
inflows come in. 

 

ABB Global (Group Release – Mar 30th) 
 The company’s CY20 financial expectations, as outlined during CY19 results, did not 

include possible impacts arising from the coronavirus outbreak. Hence, now with the 
epidemic outbreak playing out on a large scale across the globe, it has subsequently 
experienced a decline in trading conditions due to the outbreak, further impacted by a 
weakening oil price. Given continued uncertainty, including the recent oil price 
decline, ABB is no longer providing financial guidance for full year 2020.  

 In Feb-20 ABB had shut down its factories in China due to coronavirus epidemic, 
where it has ~20,000 workers, in line with the govt’s guidance. It shipped out about 
200,000 protective masks to Chinese staff and their families. The country is the 
group's second largest single market and accounted for 15% of revenues in 2019, 
or the equivalent of approximately $4 Bn. The situation in China has stabilized, and 
operations at ABB’s three main production hubs of Shanghai, Beijing and Xiamen 
have largely returned to normal. ABB has also resumed construction work on its 
US$150 million (€140 Mn) robotics factory in Shanghai (Mar 23rd onwards), which is 
expected to be in operation in 2021, in line with the original schedule. 

 Q1CY20 Impact: The Robotics & Discrete Automation business, which was already 
facing significant end-market headwinds from the automotive sector, remains 
challenged, with first quarter orders and revenues both expected to decline by more 
than 20 percent year-on-year. ABB is actively reducing all non-essential costs. 
Revenue/EBIDTA to decline in all its businesses relative to a year ago while orders 
are somewhat less impacted. 

 CY20 outlook: Currently, the majority of ABB’s production facilities remain fully or 
partly operational and supply chain impacts have been minimal. In addition to short-
cycle headwinds impacting all their businesses, project business is expected to be 
dampened by the weaker outlook for oil and gas capex and a fall-off in cruise ship 
activity. By contrast, transport projects look more resilient and the outlook for select 
high growth areas, such as data centers, remains robust. Systems and service 
activity is curtailed by restrictions to cross-border travel for specialized sales and 
service engineers. 

 Key business updates: ABB China has completed its acquisition of a majority stake 
in Chargedot, a Chinese EV charging provider. ABB has also completed the sale of 
its solar inverter business to the Italian inverter manufacturer FIMER. Power Grids 
divestment to Hitachi on track. 
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Kalpataru Power (HDFC Sec interaction & Mar 26th release) 
 All Indian sites affected; ~50% of order book. The company closed all its offices, 

plants (except Biomass Power Generation Plants at Uniara and Padampur, in the 
State of Rajasthan) and project sites across the country.  

 Africa, SAARC work ongoing as of now. 

 Labor availability may become an issue if the pandemic extends and intensifies. 

 Postponed Buyback as of now till further notice. 

 

KEC International (HDFC Sec interaction & Mar 23rd release) 
 As far as 4QFY20 is concerned, till late last week there had been marginal impact. 

May be Rs 3bn lower revenue realized due to PGCIL Chinese supply chain disruption 
i.e., delay in certification at ports. 

 Domestic: Rs 120bn of order book work has stopped.   

 International: - Rs 80bn order book. No exposure to Europe, USA, China & Iran. 
Work partly going on in projects where the towers are in the inventory. Continuity will 
depend on supply of towers from India to overseas projects, as ~70-80% sourcing is 
from India. 

 Rs 35bn in Bangladesh/Nepal. Rs 10bn in Oman/UAE/MENA. Rs 1.5bn in Saudi.  

 In Africa - Rs 10bn. Balance is in Thailand, Indonesia etc 

 
Siemens  
Siemens AG - (Mar 18rd release) 
 The German industrial giant Siemens expects the coronavirus epidemic to dent its 

financial performance this year but how much is still not clear. Severe impact in 
2QCY20 expected as substantial exposure to worse affected EU countries like 
Italy/Spain/Switzerland/Germany, and US, apart from India & China. Benefits from 
government stimulus in key regions will take time to accrue. 

 Management priorities are – 1.Safeguard employee health & safety, 2.Ensure 
business continuity, and 3.Strong focus on cash. 

 COVID-19 impact is mostly demand driven, less supply chain related as per the 
company, with global supply chains being moderately stressed. Strong balance sheet 
with excellent credit ratings (A1 | A+), and a diversified portfolio, augurs well for the 
company.  

 Siemens China in partnership with Aucma have developed fully electric intelligent 
disinfection robots. Powered by a lithium battery, a robot with double mistorizer guns 
can disinfect 20,000 to 36,000 square meters in one hour. 

 Short cycle biz: Demand in key regions China, Germany and Italy strongly affected, 
in particular Automotive and Machine Building. 

 Project and service biz: Pending customer awards –expect delays; Project & 
service delivery delays due to customer demand / access; authority & travel 
restrictions. 

 India: In light of the COVID-19 pandemic, a cross-functional Siemens Task Force 
has been constituted under the MD & CEO, as per a 22nd Mar release.  
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 China: Siemens’ factories in China were closed for 3-4 weeks in Feb-Mar after the 
government ordered a shutdown to curb the outbreak. While most plants have 
resumed operations (95% back to work ratio), production remains well below 
capacity. 

 Switzerland: Switzerland is one of the countries most affected by the coronavirus, 
with almost 9,000 positive tests and 86 deaths. With 5,700 employees in Switzerland, 
the company is one of the largest employers. On March 20 the government 
announced that no lock down would be implemented, but all events or meetings over 
5 people were prohibited. Economic activities would continue including construction. 

 US: the ban on entry into the US, which US President Donald Trump imposed on 
Europe on 12 March, is not a major problem for many companies like Siemens 
because they have local offices. 

 

Siemens India (HDFC Sec interaction) 
 Product/Project/Services contribution to the FY19 stood at 56.5/31.6/11.9%. With the 

shutdown of manufacturing facilities in India the product cannot be supplied for 
Service/Projects business and hence is shut. 

 Global supply chain specifically components we can get from the other global 
Siemens factories but demand may slow down.  

 Short cycle orders like Automotive and Machining may get impacted and witness late 
cycle recovery.  

 Strong cash surplus augurs well for business continuity and meeting any financial 
liabilities. The balance sheet is net cash. 

 Recovery is expected to take post the pandemic gets over and Govt spending returns 
to normalcy. Private capex is expected to remain muted.  

 Exports also impacted due to demand, deferral of awards and supply chain issues.  

 
Cummins (Mar 26th release) 
 India: The Company has decided to temporarily close its offices/ factories operations 

across Maharashtra State and offices at other locations across India effective from 
March 23, 2020. During the said temporary suspension, the operations and 
dispatches are likely to be impacted. The expected financial impact of the same is not 
ascertainable at this stage. 

 US/Global: Cummins has temporarily shut down its Indiana plant as well as withdrew 
the 2020 guidance amid lower commercial truck production in North America and 
plant shutdowns by various OEMs in Europe. Bigger concern is a collapse in end-
market demand, noting further shutdowns may follow with customers cutting 
production and with potential supplier shortages and government mandates. 

 Cummins’ hourly production workers who need to be physically present to do their 
jobs, such as workers in manufacturing facilities, will continue to do so.  

 Cummins will discuss its current-year outlook during the first-quarter 2020 earnings 
call, scheduled for Apr 28. 

 The pandemic has not only dented consumer sentiment and thwarted vehicle 
demand, but also distorted the global supply-chain balance. 

 Cummins made another cash investment in Loop Energy. The further investment was 
made following Loop's successful completion of milestone requirements established 
at the time of Cummins initial investment in September of last year.  

Page | 6 
 



 
 

Industrials: Sector Update 
 

 

 As of December 31, 2019, the company held cash, cash equivalents and marketable 
securities of $1.5 billion and committed borrowing capacity of $2.8 billion under 
existing revolving credit facilities. 

 

Caterpillar (Mar 12th release, Updated release awaited) 
 The company, considered as an economic bellwether, has not seen any material 

impact on its operations specifically yet due to COVID-19, but envisages deterioration 
in operating environment in the near term, for which it has its contingency plans 
ready, like exploring alternative supply choices. But the foremost consideration for 
the company is to ensure production/supply is not negatively impacted, meeting 
demand always. Having said that, it continues to grapple with slowing sales amidst 
an already weak economic environment. 

 It reported its retail machinery sales for the three months ended February. They're 
dismal, to say the least, and could be a precursor to more pain ahead. The COVID-
19 outbreak and the resulting slowdown in global trade are wiping out all hopes of a 
recovery in top line and price. A coronavirus trade slowdown is the last thing 
Caterpillar wanted when it's already battling volatile commodity markets and an 
economic slowdown in China. Caterpillar is getting hit from all sides. It has heavy 
exposure to the oil markets and China, both of which are getting battered right now. 
As it is, Caterpillar's outlook for 2020 isn't really encouraging. 

 The company has temporarily closed its Mapleton facility due to customer demand, 
rather than concerns over the novel coronavirus pandemic. The temporary shutdown 
also includes the large engines manufacturing facility at Layfayette, Indiana. Demand 
from the Oil & Gas industry remains muted. Caterpillar's resource industries' segment 
primarily manufactures and sells mining equipment. 

Segment Asia-
Pacific EAME* Latin America North 

America World 

Resource Industries 20% -9% -17% -17% -7% 
Construction Industries -28% -2% 4% -9% -11% 
Energy & Transportation -5% 1% -13% -3% -4% 
Total -17% -4% -4% -12% -11% 
*EAME: EUROPE, AFRICA, MIDDLE-EAST REGION. DATA SOURCE: CATERPILLAR 

 

Bombardier (Mar 24th release) 
 Bombardier today announced that in support of the recent mandates from the 

Governments of Quebec and Ontario it will suspend all non-essential work at most of 
its Canadian based operations until April 26, 2020 and send 12,400 employees 
(70%) home. This suspension includes Bombardier’s aircraft and rail production 
activities. They will not be paid, but will continue to receive benefits and are 
encouraged to apply for employment insurance. 

 Employees impacted by these temporary shutdowns will be placed on furlough, as 
will corporate office employees whose support functions are less critical in the short-
term. During this furlough period, Bombardier’s CEO and senior leadership team will 
forgo their pay, and the Chairman and members of Bombardier’s Board of Directors 
have agreed to forgo board compensation for the remainder of 2020.            

 Bombardier is also suspending its 2020 financial outlook as it evaluates the impact of 
temporarily closing its Canadian operations, as well as other actions being taken. 
Bombardier has cut all discretionary spending, is continuing the work on closing the 
previously announced transactions and is pursuing additional measures to enhance 
liquidity. 
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Rating Criteria   
BUY: >+15% return potential 
ADD: +5% to +15% return potential 
REDUCE:   -10% to +5% return potential 
SELL:   > 10% Downside return potential 
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