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4   

Recommendation Buy Robust execution and strong order inflows, however margin   
pressure continues 
KEC International Ltd (KEC) reported strong topline growth. The bottomline 
was boosted by the sale of Vashi land. 
 

Revenues for the quarter stood at Rs. 1459 cr, up 36%, YoY driven by robust 
execution of its strong order book. Transmission division delivered a strong 40% 
YoY growth, whereas Cables and Telecom delivered 30% & 24% YoY growth 
respectively. The Railways and Water divisions have also started contributing to 
the topline.  
 
EBITDA for the quarter was Rs. 112 cr, down 10%, YoY. This was due to increase 
in Raw material prices and staff costs which increased 39% & 29% YoY. Erection 
expenses (increase of 50% YoY) also contributed to the decline in EBITDA. 
Subsequently EBITDA margin for the quarter was down to 7.6% as compared to 
11.4% in Q3FY11, however it showed an improvement of 60 bps on QoQ basis. 
The management has cited increasing competition and entry into new business 
segments as a reason for lower EBITDA margins. We don’t expect the EBITDA 
margin to improve significantly in the coming quarters.  
 
PAT for the quarter was Rs. 80.5 cr, up 39%, YoY. This was primarily due to sale 
of Vashi land which resulted in gains of Rs. 53 cr. Reported PAT margin for the 
quarter was 5.5%. Removing the onetime gain from the Vashi land PAT stands 
at Rs. 27.5 cr with a margin of 1.9%, which is significantly down on YoY basis. 
However, there is a slight improvement on QoQ basis. 
 
The order book at the end of the quarter was Rs. 9200 cr (up 15%, YoY). The 
company registered its highest ever quarterly order inflow of Rs 2500 cr with a 
large chunk coming from international markets. The order book is well 
diversified across geographies. 

 
Valuation & Recommendation 
At CMP, the stock trades at 5.2x its FY13E EPS. We continue to maintain our Buy 
rating on the stock with a target price of Rs. 74. The strong order book gives 
good revenue visibility, however we remain cautious on its operating margins as 
they will continue to remain under pressure due to competition and execution 
of its low margin orders in the new business segments. Expect KEC to continue 
its good run in order inflows on the back of geographical and business 
diversification. 

CMP (01/02/2012) Rs. 55  

Target Price Rs. 74 

Sector Capital Goods 

Stock Details  

BSE Code  532714 

NSE Code KEC 

Bloomberg Code KECI IN 

Market Cap (Rs cr) 1,410 

Free Float (%) 60% 

52- wk HI/Lo (Rs) 95/32 

Avg. volume BSE (Quarterly) 43,521 

Face Value (Rs) 2.00 

Dividend (FY 11) 60% 

Shares o/s (Crs) 25.62 

Relative Performance   1Mth   3Mth  1Yr 

KEC                              51.06% -7.21% -39.0% 

Sensex 11.25%   -2.89% -6.19% 

 
Shareholding Pattern                               31

st
 Dec 11 

Promoters Holding 41.99% 

Institutional (Incl. FII) 42.02% 

Corporate Bodies 3.78% 

Public & others  12.21% 

Amish Pansuria                 (+91 22 3926 8174)   
Research Analyst  (amish.pansuria@nirmalbang.com) 

Raunak Lodha                   (+91 22 3926 8186) 
Research Associate  (raunak.lodha@nirmalbang.com) 

Year 
 

Net Sales 
(Rs cr) 

Growth 
(%) 

EBITDA  
(Rs cr) 

EBITDA
Margin 

(%) 

PAT 
(Rs cr) 

PAT 
Margin 

(%) 
EPS P/E (x) 

EV/EBITDA 
(x) 

RoE(%) 

FY 10A 3908 14.0 406 10.4 189 4.8 7.3 7.5 2.6 24.0 

FY 11A 4476 14.5 473 10.5 205 4.6 8.0 6.9 6.0 21.7 

FY 12E 5689 27.1 478 8.4 213 3.7 8.3 6.6 6.1 19.0 

FY 13E 6688 17.6 627 9.4 273 4.1 10.6 5.2 4.8 21.1 

mailto:amish.pansuria@nirmalbang.com
mailto:raunak.lodha@nirmalbang.com
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  Q3FY12 – Result Update 

 
 
Order Book Details 

 
Source: Company, Nirmal Bang Research 
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Source: Company, Nirmal Bang Research 

 Highest ever quarterly order intake for the company 

 25% order book is from private sector 

 20% order book is supply orders (not dependent on EPC) 

 Well diversified across geographies 

 

Valuation and Recommendation 

At CMP, the stock trades at 5.2x its FY13E EPS. We continue to maintain our Buy rating on 

the stock with a target price of Rs. 74. The strong order book gives good revenue visibility, 

however we remain cautious on its operating margins as they will continue to remain under 

pressure due to competition and execution of its low margin orders in the new business 

segments. Expect KEC to continue its good run in order inflows on the back of geographical 

and business diversification. We maintain our positive outlook on the company on a long 

term basis because of its strong order book, execution skills and geographical diversification 

of its business. 
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Financials  
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Disclaimer: 

This Document has been prepared by Nirmal Bang Research (A Division of Nirmal Bang Securities PVT LTD). The information, analysis and 

estimates contained herein are based on Nirmal Bang Research assessment and have been obtained from sources believed to be reliable. This 

document is meant for the use of the intended recipient only. This document, at best, represents Nirmal Bang Research opinion and is meant for 

general information only. Nirmal Bang Research, its directors, officers or employees shall not in anyway be responsible for the contents stated 

herein. Nirmal Bang Research expressly disclaims any and all liabilities that may arise from information, errors or omissions in this connection. This 

document is not to be considered as an offer to sell or a solicitation to buy any securities. Nirmal Bang Research, its affiliates and their employees 

may from time to time hold positions in securities referred to herein. Nirmal Bang Research or its affiliates may from time to time solicit from or 

perform investment banking or other services for any company mentioned in this document. 

 

Nirmal Bang Research (Division of Nirmal Bang Securities PVT LTD) 

B-2, 301/302, Marathon Innova, 

Nr. Peninsula Corporate Park 

Lower Parel(W), Mumbai-400013 

Board No. : 91 22 3926 8000/8001 

Fax. : 022 3926 8010 

 


