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Market Cap Rs57.4bn/US$765mn  Year to March FY19 FY20E FY21E FY22E 

Reuters/Bloomberg KECL BO/KECI IN  Revenue (Rs mn) 1,10,005 1,25,505 1,37,495 1,52,275 

Shares Outstanding (mn) 257.1  Adjusted NI (Rs mn) 4,864 5,715 6,283 7,014 

52-week Range (Rs) 348/220  DEPS (Rs) 18.9 22.2 24.4 27.3 

Free Float (%) 37.2  % Chg YoY 6.1 17.5 9.9 11.6 

FII (%) 7.4  P/E (x) 11.7 10.0 9.1 8.1 

Daily Volume (US$'000) 1,430  CEPS (Rs) 23.5 27.6 29.9 32.8 

Absolute Return 3m (%) (24.6)  EV/E (x) 6.2 6.1 5.8 5.2 

Absolute Return 12m (%) (26.5)  Dividend Yield 1.2 1.6 1.6 1.6 

Sensex Return 3m (%) (28.1)  RoCE (%) 16.4 15.3 14.9 15.0 

Sensex Return 12m (%) (21.2)  RoE (%) 20.0 19.7 18.3 17.4 
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Company update and 
reco change 

Capital Goods 
 

Target price: Rs293 
 

 Earnings revision 
(%) FY20E FY21E 

Sales  ↓  1.5   ↓  1.4  

EBITDA  ↓  5.4   ↓  2.3  

EPS  ↓  7.8   ↓  3.0  
 

Target price revision 
Rs293 from Rs327 
 

Shareholding pattern 

 
Jun 
’19 

Sep 
’19 

Dec 
’19 

Promoters 51.4 51.6 51.6 
Institutional  
investors 33.0 34.7 35.4 
  MFs and other 23.9 23.8 23.5 
  F s/Banks 0.1 0.1 0.1 
  Insurance 1.7 3.2 3.6 
  FIIs 7.3 7.6 8.2 
Others 15.6 13.7 13.0 

 

Source: NSE 
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KEC International BUY 
 Upgrade from ADD 

In a strong footing, despite challenging macros Rs220 
 
 

 
 
 

Research Analysts: 

Renjith Sivaram 
renjith.sivaram@icicisecurities.com 
+91 22 6637 7340 

 
 
 

We believe the recent stock price correction of KEC International offers a very 
good investment opportunity as the company is relatively well placed to tackle 
the current challenging environment. We are penciling in a lower growth than the 
management’s guidance for FY21E. We have cut our target multiple from 13x to 
12x FY21E, despite that our revised target price of Rs293 (earlier: Rs327) offers 
31% upside from the current levels. Hence, we upgrade our rating to BUY from 
ADD as we believe (i) ex-Saudi, MENA market ordering will not be much impacted 
due to reduction in crude prices, (ii) no major impact in execution of current 
projects due to COVID-19 crisis, (iii) relatively a beneficiary of rupee depreciation 
and low commodity price and (iv) beneficiary of reduction in competitive 
intensity. 

 Stable execution despite COVID-19 disruption: There isn’t any stoppage of work 
in any project of the company and execution is going as per plan. There are certain 
minor disruptions in terms of delay in inspection of certain products to be imported 
from China and Europe due to COVID-19 outbreak. However, this is expected to be 
in the range of Rs2-3bn and will get booked in FY21E. 

 Doesn’t expect any major fall in order intake due to crude prices: During the 
previous instance of a strong fall in crude prices, the reduction in ordering was 
majorly impacted in Saudi. Currently, there are tenders worth US$1bn in the MENA 
region and ordering activity ex-Saudi is unlikely to be impacted by the fall in crude 
prices.  

 Working capital is under control with reduction in Saudi receivables: KEC’s net 
debt as of Q3FY20-end stood at Rs24bn (Rs6.5bn lower YoY and flat sequentially). 
The management is confident of further reduction of the same on the back of 
improved collections from Saudi and lower support towards vendors. 

 Tailwinds in terms of rupee depreciation, lower commodity price and lessor 
competitive intensity: KEC will be a net beneficiary of rupee depreciation and 
reduction in commodity prices. Given the challenging environment, the company is 
witnessing lower competition in overseas markets which can result in better pricing 
and order volumes.  

 Upgrade to BUY on compelling valuations, growth levers:  Though the overall 
macro headwinds persists, we believe, the company has enough growth levers to 
tackle the same. We pencil in a 10% growth in FY21E, lower than the management 
guidance of 15%. Factoring in potential challenges of COVID-19 crisis, we have 
reduced target multiple to 12x from 13x FY21E. Despite that, the current valuations 
of 9x FY21E are attractive, hence, upgrade to BUY with a revised target price of 
Rs293. 

INDIA 
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Valuation & outlook 

The stock is currently trading at 9.1x FY21E earnings. Given the supply side 

challenges due to COVID-19 outbreak, we cut FY20E/FY21E/FY22E earnings by 

7.8%/3%/4%, respectively, and decrease our target multiple from 13x to 12x FY21E 

earnings. We believe healthy orderbook, stable traction from railways and focus on 

debt reduction will support 13% FY19-22E earnings CAGR. Given benign valuation of 

9.1x FY21E earnings and focus on improving cashflows, we upgrade the stock to BUY 

with a revised target price of Rs293. 

Chart 1: 1-year forward P/E chart 
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Source: Bloomberg, I-Sec research 
 

Table 1: Earnings revision (consolidated) 

(Rs mn) 

  
Rs mn 

FY20E FY21E FY22E 

Earlier Revised YoY (%) Earlier Revised YoY (%) Earlier Revised YoY (%) 

Revenue    1,27,406  1,25,505           (1.5)    1,39,491  1,37,495           (1.4)    1,56,355  1,52,275           (2.6) 
EBIDTA       13,438  12,714           (5.4)       13,818  13,497           (2.3)       15,428  14,911           (3.4) 
PAT         6,198  5,715           (7.8)         6,476  6,283           (3.0)         7,310  7,014           (4.0) 

Source: Company data, I-Sec research 
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Key concall highlights  

 On project execution side, domestic or internationally, KEC is not seeing any impact as 

of now. However, equipment supplies (GIS transformer etc.) for many projects from 

China and Europe have not been shipped due to awaiting inspection or dispatch. Also, 

for some geographies, KEC is unable to dispatch towers due to non-availability of 

inspectors on account of travel restriction. Due to this, Rs2-3bn worth of sales are 

expected to shift from Q4FY20 to Q1FY21. 

 Confident to achieve 15% revenue growth guidance in FY21. 

 There are no manufacturing facilities or large sourcing from China and Europe and all 

manufacturing facilities in India, Brazil and Mexico are working uninterrupted; however, 

the UAE facility is yet to commence operations. 

 Corona travel ban is helping in terms of lower competitive intensity (fewer bids) in 

some geographies and the company expects fewer players to bid for larger projects 

going forward. 

 YTD order intake is Rs109bn. Orderbook stands at Rs206bn. Orderbook breakup: 

MENA ~5%, rest of Africa is ~5%, SAARC ~15%, Far East ~5% and Americas ~5%.   

 Conversion of Rs30bn L1 to award will move to Q1FY21 from Q4FY20 due to travel 

restrictions. Hence, FY20 order intake will be lower than earlier expectations, and will 

likely defer to FY21. 

 MENA has live tenders of US$1bn; however, some of these tenders are likely to get 

postponed due to travel restriction. 

 MENA orderbook is ~Rs10bn which is ~5% of total. The management doesn’t expect 

any major impact on MENA tenders due to lower crude price apart from Saudi where 

the total orderbook is Rs2bn.  

 PGCIL released Rs140bn TBCB green energy corridor phase-II orders where bidding 

is expected to complete by April-May'20. The balance Rs200bn is also in pipeline. 

Bidding process for GEC-II has changed from 2 stage bidding (technical and 

commercial) to single stage bidding which will fasten the awarding process. 

 On state T&D side, tendering activity is on in Rajasthan, Orissa and Gujarat. Domestic 

market orderbook is Rs130bn of which Rs40bn is domestic T&D. 

 Management is positive on urban infra led by metro orders from Mumbai, Ahmedabad, 

Patna and Bangalore and does not foresee any execution impact in domestic infra. 

 Tendering activity in railways has gone up and KEC expects significant railway order 

intake in FY21. Nearly 35% of non-T&D revenue contribution in FY20 may go to 40% 

in FY21. 

 Liquidity issues have eased out a bit, vendor support is coming down and working 

capital is expected to improve slightly. With most clients from government, KEC is not 

foreseeing slowdown in collections. 

 Availability of cash is not a deterrent for now as the government has been advised to 

disburse cash and corporates are being encouraged by government to raise more bills 

and advances. 

 Reduction in LIBOR will lower interest expense on KEC's foreign borrowings (60%-

70% of total borrowings).  

 Essel Projects issue is expected to sort out with the resolution of Yes Bank.  
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Financial summary  

Table 2: Profit & loss statement 

(Rs mn, year ending March 31) 

  FY19 FY20E FY21E FY22E 

Total Income 1,10,005 1,25,505 1,37,495 1,52,275 
Operating Expenses 98,506 1,12,791 1,23,998 1,37,364 
EBITDA 11,499 12,714 13,497 14,911 
  % margins 10.5 10.1 9.8 9.8 
Depreciation & Amortisation 1,171 1,382 1,396 1,410 
EBIT 10,328 11,332 12,101 13,501 
Gross Interest 3,119 3,514 3,575 3,959 
Other Income 226 120 200 200 
PBT before exceptionals 7,435 7,937 8,726 9,742 
Add: 
Extraordinaries/Exceptionals - - - - 
Add: Share in associates - - - - 
PBT 7,435 7,937 8,726 9,742 
Less: Taxes 2,571 2,222 2,443 2,728 
Less: Minority Interests - - - - 
Net Income (Reported) 4,864 5,715 6,283 7,014 
Adjusted Net Income 4,864 5,715 6,283 7,014 

Source: Company data, I-Sec research 
 

Table 3: Balance sheet 

(Rs mn, year ending March 31) 

  FY19 FY20E FY21E FY22E 

Assets     
Total Current Assets 1,04,915 1,22,182 1,34,761 1,49,808 
  of which cash & cash eqv. 2,762 3,376 2,624 3,412 
Total Current Liabilities & 
Provisions 74,129 78,008 85,400 94,511 
Net Current Assets 30,786 44,174 49,362 55,298 
Investments    132 132 132 132 
Other Non-Current Assets 2,037 2,037 2,037 2,037 
Net Fixed Assets 9,860 8,220 8,324 8,414 
Goodwill - - - - 
Total Assets 42,816 54,563 59,855 65,881 
      
Liabilities     
Borrowings 16,968 24,411 24,411 24,411 
Deferred Tax Liability 1,497 1,134 1,190 1,250 
Minority Interest - - - - 
Equity Share Capital 514 514 514 514 
  Face Value per share (Rs) 2.00 2.00 2.00 2.00 
Reserves & Surplus 23,837 28,504 33,740 39,706 
Net Worth 24,351 29,018 34,254 40,220 
Total Liabilities 42,816 54,563 59,855 65,881 

Source: Company data, I-Sec research 
 
 

Table 4: Cashflow statement 

(Rs mn, year ending March 31) 

  FY19 FY20E FY21E FY22E 

 Operating Cashflow   6,980 11,786 12,649 14,063 
 Working Capital 
Changes  (4,993) (12,773) (5,939) (5,149) 
 Capital Commitments  (318) (1,497) (1,500) (1,500) 
 Free Cashflow   1,669 (2,484) 5,210 7,415 
 Cashflow from 
Investing Activities  2,540 - - - 
 Issue of Share Capital  - - - - 
 Buyback of shares      
 Inc (Dec) in Borrowings  574 7,443 - - 
 Interest paid  (3,119) (3,514) (3,575) (3,959) 
 Dividend paid  (238) (718) (839) (1,047) 
 Extraordinary 
Items/Others  (977) (329) (208) - 
 Chg. in Cash & Bank 
balance  449 397 588 2,408 

Source: Company data, I-Sec research 
 

Table 5: Key ratios 

(Year ending March 31) 

  FY19 FY20E FY21E FY22E 

Per Share Data (in Rs.)     
Diluted adjusted EPS 18.9 22.2 24.4 27.3 
Recurring Cash EPS  23.5 27.6 29.9 32.8 
Dividend per share (DPS) 2.7 3.5 3.5 3.5 
Book Value per share (BV) 94.7 112.9 133.2 156.4 
      
Growth Ratios (%)     
Operating Income 9.0 14.1 9.6 10.7 
EBITDA  14.3 10.6 6.2 10.5 
Recurring Net Income 6.1 17.5 9.9 11.6 
Diluted adjusted EPS 6.1 17.5 9.9 11.6 
Diluted Recurring CEPS 6.3 17.6 8.2 9.7 
      
Valuation Ratios     
P/E 11.7 10.0 9.1 8.1 
P/CEPS 9.5 8.0 7.4 6.8 
P/BV 2.3 2.0 1.7 1.4 
EV / EBITDA 6.2 6.1 5.8 5.2 
EV / Operating Income 0.6 0.6 0.6 0.5 
EV / Op. FCF (pre-capex) 35.8 (79.0) 11.7 8.7 
     
Operating Ratios     
Raw Material/Sales (%) 49.2 48.5 49.0 49.0 
SG&A/Sales (%) 8.8 9.3 8.9 8.8 
Other Income / PBT (%) 3.0 1.5 2.3 2.1 
Effective Tax Rate (%) 34.6 28.0 28.0 28.0 
NWC / Total Assets (%) 65.5 74.8 78.1 78.8 
Inventory Turnover (days) 21.3 23.0 26.0 26.0 
Receivables (days) 161.8 165.0 165.0 165.0 
Payables (days) 159.3 145.0 145.0 145.0 
Debt/Equity (x) 0.7 0.8 0.7 0.6 
      
Profitability Ratios (%)     
Recurring Net Income 
Margins  4.4  4.6  4.6  4.6  
RoCE  16.4  15.3  14.9  15.0  
RoNW  20.0  19.7  18.3  17.4  
Dividend Payout Ratio  14.3  15.7  14.3  12.8  
Dividend Yield  1.2  1.6  1.6  1.6  
EBITDA Margins  10.5  10.1  9.8  9.8  

Source: Company data, I-Sec research 
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"In case of eligible investors based in Japan, charges for brokerage services on execution of transactions do not in substance constitute charge for research reports 

and no charges are levied for providing research reports to such investors." 
 

New I-Sec investment ratings (all ratings based on absolute return; All ratings and target price refers to 12-month performance horizon, unless mentioned otherwise) 

BUY: >15 return; ADD: 5 to 15 return; HOLD: Negative 5 to Positive 5 return; REDUCE: Negative 5 to Negative 15 return; SELL: < negative 15 return 
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