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Engineering and Capital Goods

Getting back on track

Project execution is limping back to normalcy as per expectations, though, there is
a concern on more localised lockdowns and slowdown due to social distancing
norms. Public sector ordering traction is gradually picking pace albeit slowly;
however, large private and core sectors are in a wait and watch mode. Given the
current fiscal conditions and urgency to get back the GDP growth, the
government’s focus on large multilateral funded projects such as high-speed rail,
metro, etc. has increased (Rs323bn HSR order wins announced by L&T in Q3FY21).
We expect this to continue in near term as this will aid in job creation and give fillip
to infrastructure investments. We factor-in revenue growth of 1.5% YoY in
Q3FY21E for our coverage universe, assuming gradual move towards normalcy.
PBT may drop 11.8% YoY, impacted by 90bps YoY reduction in EBITDA margin.
Our top picks are L&T, AIA Engineering, KEC International and Kalpataru Power
Transmission.

» Focus towards large multilateral funded projects will propel infrastructure
growth: The fiscal scenario may remain stressed limiting any elbow room towards
stimulus package. Hence, we believe, there will be an urgency to fast track some
large and long pending multilateral funded projects such as high-speed rail, metro,
etc., which can propel growth along with job creation.

» Macro slowdown and tight liquidity will impact near- to medium-term growth:
Turbulent times characterised by payment delays, decreased productivity resulting
from stricter safety norms, managing fixed costs, etc. are some of the current
challenges. We, however, believe things will normalise and companies that have
strong balance sheet, business moat and agility towards change will emerge with
minimal damage. In this context, we place our bets on L&T and AIA Engineering.

» Economy getting back on track towards a new normal: Execution of projects is
gradually returning to normalcy and we expect the overall utilisation to improve.
Infrastructure and efficiency improvement are likely to be the major pillars, which will
support the overall growth. Industry focus will be on maintaining a healthy balance
sheet by prioritising collections; hence, we prefer companies with strong balance
sheet and cashflow focus.

Table 1: Q3FY21 estimate summary

Revenue YoY EBITDA  YoY PBT YoY PAT YoY

(Rs mn) (%) Margin(%) (bps) (Rs mn) (%) (Rs mn) (%)

L&T 3,68,523 1.7 10.1  (140) 26,647 (17.3) 15,903 (26.4)
BHEL 50,117 (11.8) 1.9 (390) (59) (102.6) (59) (103.7)
Siemens 31,549 18.2 12.2 (50) 3,986 12.8 2,989 13.8
Engineers India 8,118 (8.9) 11.6 200 1,514 4.2 1,132 4.2
Cummins India 13,251 (8.8) 14.5 (40) 2,213 (6.9) 1,682 (15.2)
Thermax Ltd 12,460 (11.6) 7.5 (50) 876 (17.0) 657 (22.7)
ISGEC 11,280 (15.3) 6.7 60 556 (13.1) 417 (14.4)
GE T&D 9,127 (2.9) 6.0 880 235 (147.2) 176  (146.7)
KEC International 35,326 15.0 9.8 (60) 2,417 19.2 1,740 201
Kalpatrau Power 21,791 10.1 10.8 30 1,874 21.7 1,331 (2.9)
Techno Electric 2,966 13.7 22.1 570 630 44.0 473 43.8
AlA Engg 7,363 6.1 25.0 20 1,776 (7.7) 1,332 (14.8)
Voltas 16,361 9.6 71 60 1,422 19.2 1,049 20.7
Bluestar 13,099 6.0 4.6 10 257 (22.8) 187 (12.0)
GE Power India 8,571 12.0 6.3 (390) 377 (42.8) 282 (36.5)
VA Tech Wabag 6,881 1.3 8.7 (120) 348 (8.9) 296 4.9
Honeywell Automation 9,463 5.0 21.5 70 2,091 7.6 1,568 8.4
Total 6,26,248 1.5 9.6 (90) 47,159 (11.8) 31,156 (17.6)
Total (excl L&T) 2,57,725 1.2 9.0 (40) 20,512 (3.5) 15,254 (5.9)

Source: I-Sec research

Please refer to important disclosures at the end of this report
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Table 2: Valuation summary

M-Cap CMP TP Ratin

(Rs bn) (Rs) (Rs) 9

L&T 1,833 1,306 1,254 ADD
BHEL 139 40 16 SELL
Siemens 574 1,612 1,462 HOLD
Engineers India 49 78 97 BUY
Cummins India 171 616 613 ADD
Thermax Ltd 114 956 780 REDUCE
ISGEC 27 366 366 BUY
GE T&D 34 133 122 ADD
KEC International 97 379 435 BUY
Kalpataru Power 47 317 526 BUY
Techno Electric & Engg 26 232 285 BUY
AIA Engineering 190 2,011 2,320 BUY
Voltas 277 837 775 HOLD
Blue Star 78 817 674 REDUCE
GE Power India 19 287 326 ADD
VA Tech Wabag 13 208 190 HOLD
Honeywell Auto. 330 37,327 31,400 HOLD

Source: |-Sec research
Table 3: Capital goods coverage universe — quarterly financial summary
Revenues (Rs mn)

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)

L&T 3,62,427 4,42,453 2,12,600 3,10,347 3,68,523 1.7
BHEL 56,794 50,493 19,909 36,952 50,117 (11.8)
Siemens 26,686 28,201 12,074 35,190 31,549 18.2
Engineers India 8,906 8,538 4,678 6,834 8,118 (8.9)
Cummins India 14,534 10,528 4,982 11,602 13,251 (8.8)
Thermax Ltd 14,101 13,230 6,649 11,412 12,460 (11.6)
ISGEC 13,319 13,011 7,652 10,396 11,280 (15.3)
GE T&D 9,398 6,642 6,428 8,709 9,127 (2.9)
KEC International 30,730 36,720 22,060 32,590 35,326 15.0
Kalpataru Power 19,790 23,030 14,590 18,820 21,791 101
Techno Electric & Engg 2,608 1,141 1,698 2,571 2,966 13.7
AlA Engineering 6,941 8,569 5,803 7,423 7,363 6.1
Voltas 14,925 20,896 12,969 16,125 16,361 9.6
Blue Star 12,359 12,994 6,260 9,021 13,099 6.0
GE Power India 7,653 7,327 4,320 8,875 8,571 12.0
VA Tech Wabag 6,794 7,851 4,309 6,084 6,881 1.3
Honeywell Auto. 9,012 7,043 7,362 7,597 9,463 5.0
Total 6,16,977 6,98,666 3,54,344 5,40,549 6,26,248 1.5
Total (Excluding L&T) 2,54,550 2,56,213 1,41,744 2,30,201 2,57,725 1.2

EBITDA margin (%)

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(bps)

L&T 11.4 11.6 7.6 10.7 10.1 (140)
BHEL 5.8 (11.1) (53.2) (17.1) 1.9 (390)
Siemens 12.6 8.3 (0.1) 12.9 12.2 (50)
Engineers India 9.6 13.0 4.6 11.3 11.6 200
Cummins India 14.8 6.3 0.6 14.4 14.5 (40)
Thermax Ltd 8.0 4.8 1.7) 7.0 7.5 (50)
ISGEC 6.2 4.5 7.8 8.6 6.7 60
GE T&D 2.7) (35.5) 0.0 4.9 6.0 880
KEC International 10.4 10.1 8.8 9.0 9.8 (60)
Kalpataru Power 10.5 11.0 10.7 10.7 10.8 30
Techno Electric & Engg 16.4 5.7 26.1 29.3 221 570
AlA Engineering 24.9 21.6 21.3 25.6 25.0 20
Voltas 6.5 9.2 5.1 6.1 71 60
Blue Star 4.6 2.9 0.2 6.1 4.6 10
GE Power India 10.1 24 (3.1) 4.8 6.3 (390)
VA Tech Wabag 9.9 6.5 6.7 7.1 8.7 (120)
Honeywell Auto. 20.9 18.3 17.4 19.0 21.5 70
Total 10.5 8.7 3.8 8.8 9.6 (90)
Total (Excluding L&T) 9.3 3.8 (1.8) 6.2 9.0 (40)
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PBT (Rs mn)

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
L&T 32,232 42,497 6,697 21,382 26,647 (17.3)
BHEL 2,263 (7,090) (11,964) (7,374) (59) (102.6)
Siemens 3,532 2,323 100 4,455 3,986 12.8
Engineers India 1,453 1,722 653 1,241 1,514 4.2
Cummins India 2,378 1,170 705 1,887 2,213 (6.9)
Thermax Ltd 1,054 586 (225) 687 876 (17.0)
ISGEC 639 346 386 784 556 (13.1)
GE T&D (498) (2,347) (262) 132 235 (147.2)
KEC International 2,028 2,691 964 1,950 2,417 19.2
Kalpataru Power 1,540 1,850 1,010 1,870 1,874 217
Techno Electric & Engg 438 20 462 974 630 44.0
AlA Engineering 1,924 1,859 1,717 1,905 1,776 (7.7)
Voltas 1,193 2,167 1,075 1,150 1,422 19.2
Blue Star 332 131 (295) 225 257 (22.8)
GE Power India 659 254 (226) 505 377 (42.8)
VA Tech Wabag 382 452 58 178 348 (8.9)
Honeywell Auto. 1,944 1,489 1,323 1,455 2,091 7.6
Total 53,494 50,121 2,180 33,405 47,159 (11.8)
Total (Excluding L&T) 21,261 7,624 (4,518) 12,023 20,512 (3.5)

PAT (Rs mn)

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
L&T 21,608 30,647 714 11,066 15,903 (26.4)
BHEL 1,588 (15,341) (8,972) (5,561) (59) (103.7)
Siemens 2,627 1,721 101 3,331 2,989 13.8
Engineers India 1,087 1,297 481 927 1,132 4.2
Cummins 1,983 1,212 526 1,456 1,682 (15.2)
Thermax 850 391 (153) 312 657 (22.7)
ISGEC Heavy Engg 487 257 291 602 417 (14.4)
GE T&D (377) (1,871) (203) 86 176 (146.7)
KEC International 1,449 1,929 708 1,426 1,740 201
Kalpataru Power 1,370 1,070 690 1,590 1,331 (2.9)
Techno Electric & Engg 329 18 345 798 473 43.8
AlA Engineering 1,564 1,425 1,293 1,434 1,332 (14.8)
Voltas 869 1,607 812 784 1,049 20.7
Blue Star 213 91 (200) 150 187 (12.0)
GE Power India 445 151 -179 375 282 (36.5)
VA Tech Wabag 283 312 50 139 296 49
Honeywell Auto. 1,447 1,111 981 1,081 1,568 8.4
Total 37,820 26,026 -2,716 19,994 31,156 (17.6)
Total (Excluding L&T) 16,212 (4,621) (3,429) 8,928 15,254 (5.9)

Source: Company data, I-Sec research

Table 4: Capital goods coverage universe — quarterly order intake estimates

Order intake (Rs bn)

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
L&T 416 578 236 280 590 41.9
BHEL 59 63 15 37 58 (2.0)
Siemens 32 29 17 32 35 10.0
Engineers India 4 1 1 6 5 40.0
Thermax 16 10 6 11 12 (25.3)
ISGEC Heavy Engg 8 11 5 12 10 20.0
GE T&D 13 7 4 5 13 -
KEC International 61 15 19 24 30 (50.0)
Kalpataru Power 9 4 17 7 26 200.0
Techno Electric & Engg 3 - 2 1 4 50.0
Voltas 12 16 4 1 7 (40.0)
Blue Star 6 8 3 7 3 (50.0)
GE Power India 2 8 5 4 6 200.0
VA Tech Wabag 7 3 4 2 5 (29.1)
Total 647 752 340 429 804 24.3
Total (Excluding L&T) 231 174 104 149 214 (7.3)




Engineering and Capital Goods ICICI Securities

Order book (Rs bn)
Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
L&T 3,063 3,039 3,051 2,989 3,206 4.7
BHEL 1,091 1,084 1,081 1,076 1,087 (0.4)
Siemens 124 125 131 129 133 6.7
Engineers India 101 96 91 90 87 (14.3)
Thermax 54 52 52 52 51 (5.4)
ISGEC 62 59 59 60 58 (7.1)
GE T&D 61 59 57 54 57 (6.6)
KEC International 220 205 197 195 190 (13.6)
Kalpataru Power 137 121 125 115 119 (13.2)
Techno Electric & Engg 25 23 25 23 24 (3.0)
Voltas 70 78 77 69 67 (4.5)
Blue Star 28 29 29 30 26 (9.2)
GE Power India 88 89 90 75 72 (17.9)
VA Tech Wabag 115 110 111 106 97 (15.7)
Total 5,240 5,171 5,176 5,062 5,274 0.6
Total (Excluding L&T) 2,178 2,132 2,126 2,074 2,068 (5.1)
Source: Company data, I-Sec research
Table 5: Major L&T order inflow in Q3FY21E
Period Order Order
Type value Details Segment
(Rs bn)
05-Oct  Significant 17.5 Multiple Clients L&T Construction - Water, T&D
21-Oct  Large 37.5 Multiple Clients L&T Construction - B&F
28-Oct  Mega 250.0 HSR project - 237 km stretch MAHSR - C4 package L&T Construction
11-Nov  Significant 17.5 RRTS in UP and T&D in Nepal L&T Construction - infra, T&D
18-Nov  NA NA 46 units of Komatsu Equipment to Tata Steel L&T Mining equipment
19-Nov  Mega 72.9 HSR project - 88 km of MAHSR project - C6 package L&T Construction
25-Nov  Large 37.5 19km bridge across Brahmaputra for Assam-Meghalaya L&T Construction
07-Dec  NA NA 90 units of Komatsu Mining Equipment L&T Construction & Mining equipment
Multispecialty hospital at Nagpur, E&M systems for
14-Dec  Significant 17.5 Udhampur-Srinagar Baramulla rail link L&T Construction - B&F, T&D
23-Dec  Large 37.5 Water supply schemes in districts of Madhya Pradesh L&T Construction - Water
29-Dec  Significant 17.5 135 km of Slurry Pipeline Chhattisgarh L&T Construction - Water
31-Dec  Significant 17.5 Guijarat - SAUNI Yojna Link 3 and T&D in Saudi L&T Construction - Water, T&D
Q3FY21 ~523
01-Jan  Significant 17.5 Multiple clients L&T - MMH
04-Jan  Mega 70.0 HPCL Rajasthan Refinery - DFCU L&T Hydrocarbon

Source: Company data, I-Sec research

Table 6: Major orders announced in Q3FY21 (excluding L&T)

Period Order
Company value Client Order minutes
(Rs bn)
BHEL Dec-20 na APGENCO and MEIL E&M for 12x80 MW Polavaram Hydro plant in AP
and E&M of Pump Motor sets in Telangana
BHEL Dec-20 11.9 NPCIL 32 Reactor Header Assemblies
Thermax Nov-20 14.0 Assam Bio Refinery Private Limited Captive Combined Heat and Power (CHP) plant
ISGEC Dec-20 10.3 M/s. KPR Sugar & Apparels Limited 10,000 TCD Sulphurless Sugar Plant
BLSTR Nov-20 13.6  M/s Wistron Infocomm - Manf of
Apple iPhones MEP
KPP Dec-20 10.3  Multiple clients T&D and pipeline
KPP Dec-20 13.6  Multiple clients T&D and pipeline
JMC Dec-20 5.5 Multiple clients Rs3.2bn Building Project in South India and Factory
Project for Rs2.4bn in Maharashtra
KEC Oct-20 13.4  Multiple clients Rs8.9bn in T&D, and Rs1.4bn in railways and cables
KEC Dec-20 3.6 Multiple clients T&D, civil, railways and pipeline
Total 94.5

Source: Company data, I-Sec research




Engineering and Capital Goods ICICI Securities

Q3FY21 preview

Company Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)|Remarks

L&T (consol)

Revenue 3,62,427 4,42,453 2,112,600 3,10,347 3,68,523 1.7 | We factor-in ex-services growth of 0.4% YoY with

Gross margin 51.0 56.6 31.6 47.0 51.0 10bps | 90bps YoY decline in margins to 5.8%. Ramp-up in

EBITDA 41,177 51,210 16,205 33,347 37,069 -10.0 | project activity will provide some support to

EBITDA Margin 11.4 11.6 7.6 10.7 10.1 -140bps | revenues. We expect ex-services order intake at

PBT 32,232 42,497 6,697 21,382 26,647 -17.3 | ~Rs460bn  given the company announced
~Rs523bn worth of orders during the quarter

PAT 21,608 30,647 714 11,066 15,903 -26.4 | including ~Rs320bn of HSR orders.

L&T (standalone)

Revenue 1,98,853 2,72,528 81,500 1,57,917 1,97,285 -0.8 | Revenues are expected to decline slightly, 1% YoY,

Gross margin 28.8 25.9 45.8 31.1 26.1 -270bps | as we built in 40% YoY decline in heavy engineering

EBITDA 14,704 26,230 5,816 12,308 13,785 -6.2|and 15% YoY decline in defence segment. We

EBITDA Margin 7.4 9.6 7.1 7.8 7.0 -50bps | estimate 50bps decline in EBIDTA margin due to

PBT 16,692 13,800 - 3,367 12,602 -24.5 | lower margins in heavy engineering and others.

PAT 11,547 21,142 2,816 63,329 10,149 -12.1

BHEL

Revenue 56,794 50,493 19,909 36,952 50,117 -11.8 | We factor-in 12% YoY revenue decline due to

Gross margin 36.6 28.8 34.1 35.5 35.0 -170bps|domestic lockdown in certain geographies and

EBITDA 3,287 (5,617) (10,589) (6,325) 977 -70.3 | gradual improvement in project-site utilisation.

EBITDA Margin 5.8 -11.1 -63.2 -17.1 1.9 -390bps | Margins will be impacted by higher fixed costs,

PBT 2,263 (7,090) (11,964) (7,374) (59) -102.6 | despite that we factor in EBIDTA margin of 1.9%.
Order intake is expected to be muted due to macro

PAT 1,588 (15,341) (8,972) (5,561) (59) -103.7 | challenges.

Siemens

Revenue 26,686 28,201 12,074 35,190 31,549 18.2 | We factor-in growth of ~5% YoY in digital industries,

Gross margin 37.3 37.4 39.7 30.3 34.0 -330bps|36% YoY growth in gas & power, 35% in mobility

EBITDA 3,365 2,336 9) 4,529 3,845 14.3 | and 25% in smart infra with revival of activities and

EBITDA Margin 12.6 8.3 -0.1 12.9 12.2 -50bps | improved utilisation. Overall order intake is expected

3,532 2,323 100 4,455 3,986 12.8|to be muted given delay in decision-making by

PAT 2,627 1,721 101 3,331 2,989 13.8 | private sector players.

Engineers India

Revenue 8,906 8,538 4,678 6,834 8,118 -8.9 | We factor-in 9% decline in revenues due to 15%

Gross margin 43.7 48.7 59.0 51.8 55.0 1140bps | decline in LSTK and flattish growth in consultancy.

EBITDA 856 1,110 214 773 938 9.6 | EBIDTA margin is expected to grow 2,000bps YoY

EBITDA Margin 9.6 13.0 4.6 11.3 11.6  200bps |to 8.6% as Q3FY20 was impacted by provisions

PBT 1,453 1,722 653 1,241 1,514 4.2 | towards contractual obligations and higher mix of

PAT 1,087 1,297 481 927 1,132 4.2 | low-margin LSTK under execution.

Cummins India

Revenue 14,534 10,528 4,982 11,602 13,251 -8.8 | Exports may fare better relative to domestic

Gross margin 34.9 35.0 41.2 38.1 36.0 110bps | business given low base and the likely preference

EBITDA 2,158 667 29 1,674 1,915 -11.2 | towards India vs China. YoY. We factor-in domestic

EBITDA Margin 14.8 6.3 0.6 14.4 14.5 -40bps | sales decline of 14% YoY and exports growth of

PBT 2,378 1,170 705 1,887 2,213 -6.9 [ 10% YoY. EBITDA margin contraction of 40bps YoY

to 14.5% is expected as reduction in royalty
expense and lower employee cost due to VRS

PAT 1,983 1,212 526 1,456 1,682 -15.2 | supported Q3FY20 margins.

Thermax Ltd

Revenue 14,101 13,230 6,649 11,412 12,460 -11.6 | We factor-in 15% YoY decline in energy, flat
Gross margin 44.4 49.1 49.7 44.7 47.6  330bps | environment (supported by FGD) and 5% growth in
EBITDA 1,132 636 (114) 793 939 -17.1 | chemicals. Margins in chemicals may hold strong
EBITDA Margin 8.0 4.8 -1.7 7.0 7.5 -50bps | while that under energy will slip. We factor in energy
PBT 1,054 586 (225) 687 876 -17.0 | margins at 5%, environment at 7% and chemical
PAT 850 391 (153) 312 657 -22.7 | margins at 22%.

ISGEC

Revenue 13,319 13,011 7,652 10,396 11,280 -156.3 | We factor-in 15.3% revenue decline (12.5% YoY
Gross margin 25.7 24.4 29.7 26.9 30.0 440bps | decline in EPC revenues and 15% decline in product
EBITDA 820 581 600 896 755 -7.9 | revenues) due to high base. Margins are expected
EBITDA Margin 6.2 4.5 7.8 8.6 6.7 60bps | to improve by 60bps YoY to 6.7% due to absence of
PBT 639 346 386 784 556 -13.1 | legal expense related to Philippines plant.

PAT 487 257 291 602 417 -14.4
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Company Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%) | Remarks
GE T&D
Revenue 9,398 6,642 6,428 8,709 9,127 -2.9 | Order intake and execution challenges are expected
Gross margin 24.5 24.5 29.2 28.4 29.8  540bps | to impact near- to medium-term performance of the
EBITDA (256) (2,357) 3 428 548 -314.3 | company. We estimate 3% YoY decline in revenues
EBITDA Margin -2.7 -35.5 0.0 4.9 6.0 880bps|and 880bps YoY growth in EBITDA margin to 6%
PBT (498) (2,347) (262) 132 235 -147.2 | given there was Rs530mn provision towards IL&FS
PAT (377) (1,871) (203) 86 176 -146.7 | in Q3FY20.
KEC Intl.
Revenue 30,730 36,720 22,060 32,590 35,326 15.0 | Factoring in pickup in execution from easing of
Gross margin 30.3 28.0 30.9 27.7 28.0 -230bps |lockdown and manpower availability-related issues,
EBITDA 3,185 3,707 1,949 2,931 3,471 9.0 | we build-in 15% growth in revenues. We expect
EBITDA Margin 10.4 10.1 8.8 9.0 9.8 -60bps | margins to contract 60bps YoY to 9.6% due to
PBT 2,028 2,691 964 1,950 2,417 19.2 | increased cost at sites and mix issues. Company
PAT 1,449 1,929 708 1,426 1,740 20.1 | has announced Rs17bn worth orders in Q3FY21.
Kalpataru Power
Revenue 19,790 23,030 14,590 18,820 21,791 10.1 | Led by improvement in project-site utilisation, we
Gross margin 25.0 24.2 28.0 28.4 26.0  100bps | expect revenues to grow 10% YoY. Margins are
EBITDA 2,080 2,530 1,560 2,020 2,348 12.9 | expected to improve 30bps YoY to 10.8%. The
EBITDA Margin 10.5 11.0 10.7 10.7 10.8 30bps | company has already won orders worth Rs54bn till
PBT 1,540 1,850 1,010 1,870 1,874 21.7|YTD Dec’20 largely led by international T&D and
guides for Rs90-100bn worth of order intake in
PAT 1,370 1,070 690 1,590 1,331 -2.9 |FY21E.
Techno Electric & Engg
Revenue 2,608 1,141 1,698 2,571 2,966 13.7 | Despite the challenging environment, management
Gross margin 25.2 30.6 38.2 39.3 29.8  470bps | maintains EPC revenue guidance of ~Rs11-12bn in
EBITDA 429 65 443 753 656 52.9 | FY21E and margins at 15%. We expect revenues to
EBITDA Margin 16.4 57 26.1 29.3 22.1  570bps | grow 13.7% YoY in Q3FY21 and margin expansion
PBT 438 20 462 974 630 44.0 | of 570bps YoY to 22.1%, given the company has

been able to control fixed expenses focusing on
reduction in employee cost and other expenditure. It
won orders worth Rs3bn in H1FY21 and is L1 in

PAT 329 18 345 798 473 43.8 | Rs2bn.

AlA Engineering

Revenue 6,941 8,569 5,803 7,423 7,363 6.1 | The company is largely back to pre-Covid levels in

Gross margin 66.4 56.2 60.7 66.2 65.0 -150bps |almost all geographies; however, new client

EBITDA 1,729 1,848 1,235 1,903 1,841 6.5 | acquisition may be slower due to pandemic-related

EBITDA Margin 24.9 21.6 21.3 25.6 25.0 20bps | slowdown. We factor-in 6% growth in revenues and

PBT 1,924 1,859 1,717 1,905 1,776 -7.7 | 20bps growth in margins to 25% for Q3FY21E.
Mining volumes will be relatively less impacted than

PAT 1,564 1,425 1,293 1,434 1,332 -14.8 | non-mining demand due to lockdown.

Voltas

Revenue 14,925 20,896 12,969 16,125 16,361 9.6 | We expect UCP to grow 8% YoY and EMP to grow

Gross margin 28.6 28.6 30.0 26.0 25.7 -290bps | 10% YoY given the improved utilisation at project

EBITDA 976 1,920 668 980 1,158 18.7 | sites. Overall, we expect EBITDA margin to improve

EBITDA Margin 6.5 9.2 5.1 6.1 7.1 60bps | 60bps to 7.1% for Q3FY21E with EMP margin at 5%

PBT 1,193 2,167 1,075 1,150 1,422 19.2 |and UCP at 10.5%. For Beko, we built-in loss of

PAT 869 1,607 812 784 1,049 20.7 | Rs150mn for Q3FY21E

Blue Star

Revenue 12,359 12,994 6,260 9,021 13,099 6.0 | Overall revenues are expected to grow 6% YoY

Gross margin 24.7 25.4 23.5 24.6 33.9  920bps | supported by 10% growth in cooling products

EBITDA 570 373 14 551 607 6.4 | segment and 3.5% YoY growth in EMP segment on

EBITDA Margin 4.6 2.9 0.2 6.1 4.6 10bps | improved execution. Overall margins are expected

PBT 332 131 (295) 225 257 -22.8 | to remain largely flat at 4.6% with EMP margin at

PAT 213 91 (200) 150 187 -12.0 | 5% and cooling products margin at 5%.

GE Power India

Revenue 7,653 7,327 4,320 8,875 8,571 12.0 | We factor-in revenue growth of 12% due to support

Gross margin 31.8 22.8 30.3 23.9 27.0 -490bps | from strong orderbook offsetting slowdown from

EBITDA 775 175 (135) 422 542 -30.1 | pandemic. Given that almost half of the current

EBITDA Margin 10.1 2.4 -3.1 4.8 6.3 -390bps | orderbook is FGD-related (Rs48bn of Rs75bn),

PBT 659 254 (226) 505 377 -42.8 | near- to medium-term growth is likely to be healthy.
We expect margins to decline 390bps YoY due to

PAT 445 151 (179) 375 282 -36.5 | higher FGD contribution that carry low margins.
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Company Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)|Remarks
VA Tech Wabag
Revenue 6,794 7,851 4,309 6,084 6,881 1.3 | We factor-in slight growth at 1.3% in revenues and
Gross margin 22.8 22.6 24.4 22.2 21.0 -190bps | 120bps decline in margins to 8.7%. International
EBITDA 673 508 289 433 602 -10.5 | execution is expected to be weak due to lack of
EBITDA Margin 9.9 6.5 6.7 7.1 8.7 -120bps | executable large overseas projects. Reduction in
PBT 382 452 58 178 348 -8.9 | debtors (Rs4.1bn from APGenco and TSGenco, and
Rs695mn from Tecpro), financial closure of Namami
PAT 283 312 50 139 296 4.9 | Gange projects, etc. remain the overhang.
Honeywell Auto.
Revenue 9,012 7,043 7,362 7,597 9,463 5.0 | Pickup in execution at sites can support revenue
Gross margin 50.9 46.0 49.0 49.6 51.0 20bps | growth of 5% YoY in Q3FY21E. Cost reduction
EBITDA 1,886 1,286 1,279 1,443 2,039 8.1 | measures (reduced travel from Covid restrictions)
EBITDA Margin 20.9 18.3 17.4 19.0 21.5 70bps | will support margins, which may expand 70bps YoY
PBT 1,944 1,489 1,323 1,455 2,091 7.6 |to 21.5%. We expect PBT at Rs2.1bn for Q3FY21E
given lower working capital requirement and cash
PAT 1,447 1,111 981 1,081 1,568 8.4 [ rich balance sheet (Rs15.7bn).

Source: |-Sec research
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Larsen &Toubro (ADD — TP: Rs1,254)
(QoQ chg: 48.5%; YoY chg: -0.3%)
Q3FY21E Consolidated result preview

Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY (%)
Revenue 3,62,427 4,42,453 2,12,600 3,10,347 3,68,523 1.7
Gross margin 51.0 56.6 31.6 47.0 51.0 10bps
EBITDA 41,177 51,210 16,205 33,347 37,069 -10.0
EBITDA Margin 11.4 11.6 7.6 10.7 10.1 -140bps
PBT 32,232 42,497 6,697 21,382 26,647 -17.3
PAT 21,608 30,647 714 11,066 15,903 -26.4

Source: Company data, I-Sec research

Q3FY21E consolidated segment result preview

(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY (%)
Revenue

Infrastructure 1,73,994  2,53,188 64,561 1,30,957  1,78,868 2.8
Power 6,983 5,653 3,800 6,887 5,936 -15.0
Heavy engineering 8,061 7,016 4,251 7,081 4,836 -40.0
Hydrocarbon 43,926 49,792 30,701 40,497 43,645 -0.6
Engineering & Construction 2,32,964 3,15,649 1,03,313 1,85421 2,33,285 0.1
Defence engineering 10,647 7,989 4,765 7,688 9,188 -13.7
IT & Technology services 61,259 64,613 60,434 61,998 64,935 6.0
Financial Services 35,501 33,657 32,842 33,419 37,276 5.0
Development Projects 12,382 9,815 5,543 11,396 12,072 -2.5
Others 13,162 15,768 7,684 13,672 15,314 16.3
Revenue from Operations 3,65,916 4,47,490 2,14,580 3,13,594 3,72,071 1.7
Less : Inter Segment Revenues 3,489 5,037 1,980 3,246 3,547 1.7
Total Segment Revenue 3,62,427 4,42,453 2,12,600 3,10,347 3,68,523 1.7
EBIT

Infrastructure 8,843 26,149 2,448 6,586 8,943 1.1
Power 139 2,032 (50) 125 107 -23.2
Heavy engineering 1,586 1,057 543 187 725 -54.3
Hydrocarbon 4,930.0 5,023.0 1,178.6 2,989.5 3,273.4 -33.6
Engineering & Construction 15,498 34,260 4,119 9,888 13,049 -15.8
Defense Engineering 1,815.7 844.9 249.5 1,508.3 1,378.3 -24 1
IT & Technology services 9,954.7  10,230.3 9,669.9 11,306.8 10,714.3 7.6
Financial Services 7,269.3 4,467.1 994.8 3,282.7 4,8459 -33.3
Development Projects 1,824.8 (95.8) (385.5) (168.4) 362.2 -80.2
Others 2,521.5 2,013.0 229.0 2,114.3 1,5631.4 -39.3

EBIT Margin (%)

Infrastructure 51 10.3 3.8 5.0 5.0 -10bps
Power 2.0 35.9 (1.3) 1.8 1.8 -20bps
Heavy engineering 19.7 15.1 12.8 2.6 15.0 -470bps
Hydrocarbon 11.2 101 3.8 7.4 7.5 -370bps
Engineering & Construction 6.7 10.9 4.0 53 5.6 -110bps
Defense engineering 171 10.6 5.2 19.6 15.0 -210bps
IT & Technology services 16.3 15.8 16.0 18.2 16.5 20bps
Financial Services 20.5 13.3 3.0 9.8 13.0 -750bps
Development Projects 14.7 (1.0) (7.0) (1.5) 3.0 -1170bps
Others 19.2 12.8 3.0 15.5 10.0 -920bps

Source: Company data, I-Sec research

Q3FY21E standalone result preview
Q3FY20  Q4FY20  Q1FY21 Q2FY21__ Q3FY21E YoY(%)

Revenue 1,98,853 2,72,528 81,500 1,57,917 1,97,285 -0.8
Gross margin(%) 28.8 25.9 45.8 31.1 26.1 -270bps
EBITDA 14,704 26,230 5,816 12,308 13,785 -6.2
EBITDA Margin (%) 7.4 9.6 7.1 7.8 7.0 -50bps
PBT 16,692 13,800 - 3,367 12,602 -24.5
PAT 11,547 21,142 2,816 63,329 10,149 -12.1

Source: Company data, I-Sec research
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We factor-in L&T’s ex-services revenue growth of 0.4% and EBIT decline of 13.4%;
ex-services, we expect EBIT margin to be down 90bps at 5.8% in Q3FY21E.

Table 7: Order value assumptions for order types

Project Type Order value range (Rs bn) Order value assumed (Rs bn)
Large 2510 50 37.5
Significant 10 to 25 17.5
Major 50 to 70 60
Mega >70 70

Source: Company data, I-Sec research

Table 8: Trend in order intake

Period Order announced (Rs bn) Orders reported/expected (Rs bn)
Q1FY19 284.7 361
Q2FY19 206.2 419
Q4FY19 250.1 422
Q1FY20 260.0 387
Q2FY20 387.5 483
Q3FY20 140.0 416
Q4FY20 165.0 578
Q1FY21 370.0 236
Q2FY21 125.0 280
Q3FY21 523.0 590

Source: Company data, I-Sec research

Major orders bagged in the quarter were two mega orders related to high-speed rail
(HSR). Both the orders, which included 237Km stretch (C-4 package) and 88kms
stretch (c-6 package), were worth Rs250bn and Rs73bn, respectively.

Considering the orders announced in Q3FY21 are worth ~Rs523bn, we expect total
order intake for the quarter to be in the range of Rs580bn-Rs600bn.

Cummins (ADD - TP: Rs613)

(QoQ chg: 34.3%; YoY chg: 7.5%)
Q3FY21E result preview

(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
Revenue 14,534 10,528 4,982 11,602 13,251 -8.8
Gross margin 34.9 35.0 41.2 38.1 36.0 110bps
EBITDA 2,158 667 29 1,674 1,915 -11.2
EBITDA Margin 14.8 6.3 0.6 14.4 14.5 -40bps
PBT 2,378 1,170 705 1,887 2,213 -6.9
PAT 1,983 1,212 526 1,456 1,682 -15.2
Source: Company data, I-Sec research
Segmental revenue assumptions
(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
Revenues
PowerGen 3,800 2,670 960 2,570 2,812 (26.0)
Distribution 4,150 2,540 1,825 3,170 3,735 (10.0)
Industrial 2,670 2,450 795 1,700 2,510 (6.0)
Domestic 10,585 7,746 3,581 7,433 9,056 (14.4)
% YoY 1% -22% -64% -22% -14%
Exports 3,700 2,576 1,260 3,980 4,070 10.0
% YoY -16% -20% -61% 18% 10%
Total 14,285 10,322 4,841 11,413 13,126 (8.1)

Source: Company data, I-Sec research
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Q3FY21E segment result preview

(Rs mn) Q3FY20 Q3FY21E YoY(%) Q2FY21 QoQ(%)
Net Sales 14,534 13,251 (8.8) 11,602 14.2
EBITDA 2,158 1,915 (11.2) 1,674 14.4
Margin 14.8 14.5 -39bps 14.4 3bps
Depreciation 296 307 4.0 327 (5.9)
Finance Cost 47 46 (2.0) 40 13.4
Other Income 723 651 (10.0) 580 12.2
Extraordinary income (161) - -
PBT 2,378 2,213 (6.9) 1,887 17.3
Tax 515 531 3.0 431 23.1
tax rate 21.7 24.0 232bps 22.9 114bps
Reported PAT 1,862 1,682 (9.7) 1,456 15.6
Adjusted PAT 1,983 1,682 (15.2) 1,456 15.6
Margin(%) 13.6 12.7 -95bps 12.5 15bps
EPS 7.2 6.1 5.3
Source: Company data, I-Sec research
Siemens Ltd. (HOLD — TP: Rs1,462)
(QoQ chg: 26.2%, YoY chg: 6.7%)
Q1FY21E* result preview
(Rs mn) Q2FY19 Q2FY20 Q3FY20 Q4FY20  Q1FY21E YoY(%)
Revenue 26,686 28,201 12,074 35,190 31,549 18.2
Gross margin 37.3 37.4 39.7 30.3 34.0 -330bps
EBITDA 3,365 2,336 9) 4,529 3,845 14.3
EBITDA Margin 12.6 8.3 -0.1 12.9 12.2 -50bps
PAT 2,627 1,721 101 3,331 2,989 13.8
Source: Company data, I-Sec research, *September ending
Q1FY21E* segment result preview
(Rs mn) Q1FY20 Q1FY21E YoY(%) Q4FY20 QoQ(%)
Revenue
Gas and Power 8,886 12,085 36.0 15,830 (23.7)
Smart Infrastructure 7,590 9,488 25.0 9,208 3.0
Mobility 2,085 2,815 35.0 3,010 (6.5)
Digital Industries 6,001 6,301 5.0 6,328 (0.4)
Portfolio of Companies 2,484 1,340 (46.1) 1,276 5.0
Others 157 165 5.0 297 (44.5)
Total Segmental 27,203 32,193 18.3 35,949 (10.4)
Less : Inter segment revenue 517 644 24.5 759 (16.2)
Total Income 26,686 31,549 18.2 35,190 (10.3)
Gas and Power 974 1,329 36.5 1,921 (30.8)
Smart Infrastructure 744 901 21.1 974 (7.5)
Mobility 236 338 43.1 414 (18.4)
Digital Industries 630 504 (20.0) 499 1.0
Portfolio of Companies 132 67 (49.3) 109 (38.5)
Others 38 33 (13.2) -18 (283.2)
Total Segmental EBIT 2,754 3,172 15.2 3,899 (18.6)
EBIT Margin
Gas and Power 11.0 11.0 Obps 12.1 -110bps
Smart Infrastructure 9.8 9.5 -30bps 10.6 -110bps
Mobility 11.3 12.0 70bps 13.8 -180bps
Digital Industries 10.5 8.0 -250bps 7.9 10bps
Portfolio of Companies 5.3 5.0 -30bps 8.5 -350bps
Others 24.2 20.0 -420bps -6.1 2610bps

Source: Company data, I-Sec research, *September ending
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Thermax (REDUCE - TP: Rs780)
(QoQ chg: 33.7%; YoY chg: -12.5%)
Q3FY21E consolidated result preview

(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY (%)
Revenue 14,101 13,230 6,649 11,412 12,460 -11.6
Gross margin 44.4 49.1 49.7 44.7 47.6 330bps
EBITDA 1,132 636 (114) 793 939 -17.1
EBITDA Margin 8.0 4.8 -1.7 7.0 7.5 -50bps
PAT 850 391 (153) 312 657 -22.7

Source: Company data, I-Sec research

Q3FY21E consolidated segment result preview
(Rs mn) Q3FY20 Q3FY21E YoY(%) Q2FY21 QoQ(%)
Energy 11,208 9,527 (15.0) 8,858 7.6
Environment 1,974 1,974 - 1,550 27.3
Chemical 1,168 1,226 5.0 1,145 71
Less: Intersegment 249 267 7.0 141 89.0
Total 14,101 12,460 (11.6) 11,412 9.2
PBIT
Energy 647 476 (26.4) 388 22.8
Environment 103 138 34.6 103 33.7
Chemical 289 270 (6.6) 350 (22.9)
Total 1,039 884 (14.9) 841 5.2
PBIT margins (%)
Energy 5.8 5.0 -77bps 4.4 62bps
Environment 5.2 7.0 180bps 6.7 34bps
Chemical 24.7 22.0 -272bps 30.5 -854bps

Source: Company data, I-Sec research

Voltas (HOLD - TP: Rs775)

(QoQ chg: 25.2%; YoY chg: 26.2%)

Q3FY21E result preview
(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY (%)
Revenue 14,925 20,896 12,969 16,125 16,361 9.6
Gross margin 28.6 28.6 30.0 26.0 25.7 -290bps
EBITDA 976 1,920 668 980 1,158 18.7
EBITDA Margin 6.5 9.2 5.1 6.1 7.1 60bps
PAT 869 1,607 812 784 1,049 20.7

Source: Company data, I-Sec research

Q3FY21E segment result preview

Rs mn Q3FY20 Q3FY21E YoY(%) Q2FY21 QoQ(%)

Revenues
Electro-Mechanical Project 8,081 8,908 10.2 9,278 (4.0)
Engg Products & Services 826 909 10.0 933 (2.6)
Unitary Cooling Products 6,005 6,486 8.0 5,717 13.5
Total 14,871 16,302 9.6 15,876 2.7
EBIT
Electro-Mechanical Project 374 445 19.0 230 93.8
Engg Products & Services 231 254 10.1 288 (11.7)
Unitary Cooling Products 607 681 12.2 631 7.9
Total 1,212 1,381 13.9 1,149 20.2
EBIT Margin (%)
Electro-Mechanical Project 4.6 5.0 37 bps 25 252 bps
Engg Products & Services 28.0 28.0 3 bps 30.9 -287 bps
Unitary Cooling Products 10.1 10.5 40 bps 11.0 -54 bps

Source: Company data, I-Sec research
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Blue Star (REDUCE — TP: Rs674)

(QoQ chg: 30.2%; YoY chg: 0.1%)
Q3FY21E result preview

(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
Revenue 12,359 12,994 6,260 9,021 13,099 6.0
Gross margin 24.7 25.4 23.5 24.6 33.9 920bps
EBITDA 570 373 14 551 607 6.4
EBITDA Margin 4.6 2.9 0.2 6.1 4.6 10bps
PAT 213 91 (200) 150 187 -12.0
Source: Company data, I-Sec research
Q3FY21E segment result preview
(Rs mn) Q3FY20 Q3FY21E YoY(%) Q2FY21 QoQ(%)
EMPS 7,588 7,851 35 5,408 45.2
Unitary Products 4,202 4,623 10.0 3,187 45.1
Professional Electronics and Industrial Systems 569 626 10.0 426 46.7
Total 12,359 13,099 6.0 9,021 45.2
EBIT
EMPS 390 393 0.7 344 14.1
Unitary Products 77 231 202.1 117 97.0
Professional Electronics and Industrial Systems 180 113 (37.4) 82 38.2
Total 646 736 13.9 543 35.6
EBIT Margin
EMPS 5.1 5.0 -10 bps 6.4 -140 bps
Unitary Products 1.8 5.0 320 bps 3.7 130 bps
Professional Electronics and Industrial Systems 31.6 18.0  -1360 bps 19.1 -110 bps
Source: Company data, I-Sec research
Engineers India (BUY — TP: Rs97)
(QoQ chg: 20.8%; YoY chg: -22.9%)
Q3FY21E result preview
(Rs mn) Q3FY20 Q4FY20 Q1FY21 Q2FY21 Q3FY21E YoY(%)
Revenue 8,906 8,538 4,678 6,834 8,118 -8.9
Gross margin 43.7 48.7 59.0 51.8 55.0 1140bps
EBITDA 856 1,110 214 773 938 9.6
EBITDA Margin 9.6 13.0 4.6 11.3 11.6 200bps
PAT 1,087 1,297 481 927 1,132 4.2
Source: Company data, I-Sec research
Q3FY21E segment result preview
(Rs mn) Q3FY20 Q3FY21E YoY (%) Q2FY21 QoQ(%)
Consultancy & Engineering 3,651 3,651 - 3,452 5.8
Lumpsum Turnkey Projects 5,255 4,467 (15.0) 3,382 32.1
Total 8,906 8,118 (8.9) 6,834 18.8
EBIT
Consultancy & Engineering 902 949 5.2 933 1.7
Lumpsum Turnkey Projects 160 134 (16.0) 63 113.5
Total EBIT 1,062 1,083 2.0 996 8.7
Margin 1.9 13.3 142bps 14.6 -123bps
Consultancy & Engineering 24.7 26.0 130bps 27.0 -104bps
Lumpsum Turnkey Projects 3.0 3.0 -4bps 1.9 114bps

Source: Company data, I-Sec research
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Table 9: Capital goods coverage universe — financial summary

Revenue (Rs mn) EBITDA margin (%)
FY19 FY20 FY21E FY22E FY19 FY20 FY21E FY22E
L&T 13,52,203 14,54,524 13,13,856 15,21,733 11.3 11.2 9.4 10.9
BHEL 3,04,226 2,14,861 1,84,243 2,47,408 7.0 (1.1) (5.1) 5.3
Siemens 1,27,251 1,30,005 98,694 1,18,997 10.3 11.6 10.0 10.6
Engineers India 24,758 32,365 29,018 33,336 15.2 14.0 11.1 13.2
Cummins India 56,590 51,577 44,027 52,595 15.3 114 114 14.5
Thermax Ltd 59,732 57,313 43,730 53,146 7.0 7.1 5.5 8.0
ISGEC 41,289 48,937 43,563 46,409 6.0 5.7 71 7.0
GE T&D 42,188 31,587 33,671 37,231 10.3 (6.8) 4.8 7.7
KEC International 1,10,005 1,19,654 1,35,489 1,46,438 10.5 10.3 9.7 10.3
Kalpataru Power 71,151 79,040 83,270 91,380 10.9 10.9 10.8 10.9
Techno Electric & Engg 9,886 8,762 10,884 15,684 25.2 24.7 21.6 19.3
AlA Engineering 30,695 29,809 29,499 35,810 21.5 22.8 22.7 24.3
Voltas 71,241 76,581 68,577 79,984 8.6 9.0 6.9 9.7
Blue Star 52,348 53,602 46,174 54,714 6.6 5.3 5.1 7.5
GE Power India 19,028 24,459 30,194 35,284 9.4 5.4 6.3 7.7
VA Tech Wabag 27,810 25,572 23,552 28,051 7.0 8.5 6.6 9.8
Honeywell Auto. 31,747 32,900 33,435 37,536 15.9 19.3 19.5 19.6
Total 24,32,150 24,71,546 22,51,877 26,35,737 10.6 9.7 8.3 10.4
Total (Excluding L&T) 10,79,947 10,17,022 9,38,021 11,14,004 9.7 7.6 6.8 9.8
Source: Company data, I-Sec research
PAT (Rs mn) RoE (%)
FY19 FY20 FY21E FY22E FY19 FY20 FY21E FY22E
L&T 80,411 88,945 63,849 92,605 13.7 13.8 8.9 11.5
BHEL 12,086 (14,730) (14,155) 4,672 3.8 (4.9) (5.0) 1.7
Siemens 8,939 11,231 7,574 9,709 11.2 129 8.2 9.9
Engineers India 3,729 4,339 3,729 4,633 15.9 18.3 16.1 20.1
Cummins India 7,226 6,432 5,081 6,998 17.8 15.5 12.1 16.2
Thermax Ltd 2,814 2,145 1,687 3,100 9.8 7.1 5.5 9.8
ISGEC 1,283 1,531 1,776 1,878 10.0 10.9 114 10.9
GE T&D 2,127 (2,490) 564 1,559 16.2 (20.1) 53 13.7
KEC International 4,864 5,655 6,360 7,456 20.0 20.2 19.0 18.7
Kalpataru Power 4,013 4,450 3,772 6,033 13.6 13.3 10.1 14.4
Techno Electric & Engg 1,934 1,791 1,932 2,223 14.5 12.3 12.3 12.9
AlA Engineering 5,108 5,904 5,361 6,837 15.7 16.4 13.8 15.8
Voltas 5,197 5,684 4,738 6,520 14.7 14.8 11.9 14.2
Blue Star 2,065 1,447 1,178 2,397 24.8 17.5 15.5 31.6
GE Power India 1,684 522 843 1,491 19.6 5.8 8.8 14.2
VA Tech Wabag 1,050 910 514 1,179 9.6 8.1 4.1 8.4
Honeywell Auto. 3,588 4,915 5,207 6,024 22.7 25.0 21.5 20.5
Total 1,48,118 1,28,680 1,00,010 1,65,317 11.7 9.8 7.2 10.7
Total (Excluding L&T) 67,707 39,735 36,161 72,711 9.3 5.3 4.5 8.9
Source: Company data, I-Sec research
Table 10: Capital goods coverage universe — order intake estimates
Order intake (Rs mn) Orderbook (Rs mn)
FY19 FY20 FY21E FY22E FY19 FY20 FY21E FY22E
L&T 17,68,000 18,64,000 13,88,121 15,562,749 29,34,270 30,39,000 31,14,331 31,60,634
BHEL 2,38,590 2,35,470 1,97,993 3,62,753 10,76,540 10,84,430 11,21,377 12,75,351
Siemens 1,27,404 1,32,380 1,09,814 1,29,337 1,23,528 1,18,790 1,29,396 1,39,736
Engineers India 58,905 16,172 9,735 21,760 1,14,145 97,951 78,668 67,093
Thermax Ltd 56,330 54,980 41,235 49,482 53,700 52,380 49,885 46,220
ISGEC 67,251 34,000 34,600 47,000 80,000 62,592 51,207 49,237
GE T&D 37,496 30,175 31,684 42,773 64,000 58,982 56,995 62,537
KEC International 1,40,840 1,13,310 1,19,655 1,28,748 2,03,070 2,05,030 1,89,196 1,71,507
Kalpataru Power 83,400 53,130 75,833 82,121 1,40,680 1,32,880 1,26,183 1,16,923
Techno Electric & Engg 6,000 16,000 15,000 18,000 15,808 23,000 27,935 31,161
Voltas 35,964 60,581 29,215 35,708 49,760 77,880 74,634 74,634
Blue Star 31,631 33,433 20,060 23,068 24,300 29,466 24,085 17,135
GE Power India 37,199 36,615 11,913 17,500 76,570 88,726 64,522 46,738
VA Tech Wabag 48,785 43,504 21,321 23,979 85,923 1,04,188 1,02,313 98,632
Total 27,37,795 27,23,750 21,06,178 25,34,977 50,42,294 51,75,296 52,10,728 53,57,538
Total (Excluding L&T) 9,69,795 8,59,750 7,18,057 9,82,228 21,08,024 21,36,296 20,96,397 21,96,904

Source: Company data, I-Sec research
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Engineering and Capital Goods ICICI Securities

“In case of industry/sector reports or a report containing multiple stocks, the rating/recommendation for a particular stock may be based on the last released stock
specific report for that company.”

This report may be distributed in Singapore by ICICI Securities, Inc. (Singapore branch). Any recipients of this report in Singapore should contact ICICI Securities,
Inc. (Singapore branch) in respect of any matters arising from, or in connection with, this report. The contact details of ICICI Securities, Inc. (Singapore branch) are
as follows: Address: 10 Collyer Quay, #40.92, Ocean Financial Tower, Singapore - 049315, Tel: +65 6232 2451 and email: navneet_babbar@icicisecuritiesinc.com,
Rishi_agrawal@jicicisecuritiesinc.com.

"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

ANALYST CERTIFICATION

I/We, Renjith Sivaram, BE, MBA (Finance);Vipin Goel, MBA, BTech authors and the names subscribed to this report, hereby certify that all of the views expressed in
this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons
of the ICICI Securities Inc. It is also confirmed that above mentioned Analysts of this report have not received any compensation from the companies mentioned in the
report in the preceding twelve months and do not serve as an officer, director or employee of the companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of
financial products. ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is
registered with Insurance Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICICI
Securities Limited Research Analyst SEBI Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. ICICI
Securities is a subsidiary of ICICI Bank which is India’s largest private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset
management, life insurance, general insurance, venture capital fund management, etc. (“associates”), the details in respect of which are available on
www.icicibank.com.

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our
associates might have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research
Department. ICICI Securities generally prohibits its analysts, persons reporting to analysts and their relatives from maintaining a financial interest in the securities or
derivatives of any companies that the analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc
as opposed to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com
to view the Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Institutional
Research. The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Retail
Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained
herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to
any other person or to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information
herein on a reasonable basis, ICICI Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other
reasons that may prevent ICICI Securities from doing so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such
suspension is in compliance with applicable regulations and/or ICICI Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity
to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy
or completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers
may receive this report at the same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes
investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities
discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions, based on their own investment
objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. The
recipient should independently evaluate the investment risks. The value and return on investment may vary because of changes in interest rates, foreign exchange
rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or damage of any kind arising out of the use of this report. Past performance is
not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document to understand the risks associated before investing in the
securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements are not predictions and may be subject to change
without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from
the date of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage
services or other advisory service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage
services from the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its
associates or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of
the research report. Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this
report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the
report as of the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities are engaged in various financial service businesses, they might have financial interests or beneficial ownership in various
companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.

Neither the Research Analysts nor ICICI Securities have been engaged in market making activity for the companies mentioned in the report.

We submit that no material disciplinary action has been taken on ICICI Securities by any Regulatory Authority impacting Equity Research Analysis activities.

This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other
jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject ICICI Securities and affiliates to any
registration or licensing requirement within such jurisdiction. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category
of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

This report has not been prepared by ICICI Securities, Inc. However, ICICI Securities, Inc. has reviewed the report and, in so far as it includes current or historical
information, it is believed to be reliable, although its accuracy and completeness cannot be guaranteed.
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