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Capital Goods 

 
 

Oil price crash, lockdowns to have adverse impact… 

Capital Goods – T&D, EPC & Product Companies 

Companies like Larsen & Toubro and KEC with exposure to the Middle East 

and North Africa (MENA) region are expected to get impacted by the recent 

more than 60% fall in crude oil prices to US$22/barrel. This is expected to 

impact overall orders/awarding from the MENA region. Companies like Elgi 

Equipments, AIA Engineering, Thermax, Engineers India and Kalpataru 

Power with exposure to international geographies like Europe, Middle East, 

China for sales or essential raw material may get impacted. However, 

lockdowns in India, UK, Europe and other geographies due to Covid-19 are 

expected to have a significant impact on operations and execution of major 

capital goods companies leading to major supply chain disruptions. 

Oil price crash to impact capital goods order pipeline... 

The recent fall in crude oil prices of more than 60% to US$22/barrel is 

expected to impact overall orders/awarding from the MENA region owing to 

demand destruction fears amid excess supply. Companies like L&T and KEC 

with exposure to the MENA region are expected to be moderately impacted. 

The Middle East region contributes ~13% to the order book and 14% to 

consolidated revenues of L&T. KEC International has exposure of ~| 2100 

crore order book from MENA region, which is 9.5% of order book and 10% 

to revenue. However, Engineers India had around 25% overseas revenue in 

FY19 while 54% of 9MFY20 order inflow came in from overseas market. 

Lockdown across geographies to hit business for 3-6 months 

Lockdowns across geographies including India are expected to have a 

significant impact on revenues and profits of capital goods companies with 

a near washout Q1FY21E and a gradual revival in H2FY21E. Companies with 

international (Europe, US, China, etc) would be hit even harder as these 

geographies are highly impacted by Covid-19 and unlikely to recover soon. 

Kalpataru Power’s 42% order book, (mainly T&D) is exposed to international 

markets while for AIA Engineering, more than 70% of its revenue comes 

from exports markets. Rest of the world contributed 47% to Elgi 

Equipment’s FY19 revenue mainly from Europe, US and Australia, which will 

be substantially impacted amid lockdown situation due to the ongoing 

Coronavirus outbreak. Total ~30-40% of Thermax’ revenue comes from 

exports business with operational and sales exposure in countries like 

Denmark, Europe, Indonesia, etc, which could get impacted by disruption 

due to the Coronavirus outbreak across major economies globally. Order 

pipelines/ tendering activities may pause for at least six months affecting 

order intake by 20-30% in FY21E while supply chain disruption, stress on 

working capital would significantly reduce cash flows and profits for capital 

goods companies in FY21E. 

Valuation & Outlook 

It is difficult to assess the real magnitude of the Coronavirus outbreak and 

oil price crash at the moment as it is yet to peak out. However, it is likely to 

washout three to six months of revenue and profits in domestic market while 

hitting hard companies dependent on or with exposure to countries in 

Europe, US, Middle East and China with uncertainty in the near future posing 

higher risk. Capital goods companies may see significant strain on order 

intake, executions, working capital, balance sheets, cash flows and profits in 

FY21E.Accordingly, we factor in the additional risk and revise our earnings 

estimates. We recommend BUY on L&T, KEC, Thermax and Bharat 

Electronic, considering their strong balance sheet. 
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Exhibit 1: Revise targets: Capital Goods – T&D, EPC and Product companies 

C o m p an y T arg e t Pr ice Ratin g C MP T arg e t Pr ice Ratin g

L&T 1370 Buy 800 1150 Buy

Thermax 910 Buy 735 850 Buy

K EC International 335 Buy 178 245 Buy

K alpataru Pow er 285 Hold 188 200 Hold

A IA  Engineering 1605 Hold 1305 1260 Hold

Elgi Equipment 180 Hold 114 115 Hold

G reaves  Cotton 140 Hold 68 75 Hold

Bharat Electronics 115 Buy 73 90 Buy

Engineers  India 52 Reduce 60 52 Reduce

Ear lie r No w

 
 

Source: Company, ICICI Direct Research 

 

Key assumptions for EPC companies… 

 Revenue and profit for two months of Q4FY20E and Q1FY21E are 

likely to be a complete washout. However, some revival is expected 

from H2FY21E 

 Supply chain disruption due to restriction on various movements are 

expected to impact delivery and dispatches for three to six months 

for T&D companies like KEC and Kalpataru Power 

 EBITDA margins are expected to get impacted due to a halt in order 

execution for three to six months at various sites leading to negative 

operating leverage for the first three to four months of FY21E 

 Order inflows from the government and private sector are expected 

to get delayed or deferred for at least three to six months while it 

may be impacted by at least a year from industrial/ private sector as 

they may have to rework plans amid domestic and global slowdown 

 Working capital, balance sheet, cash flows are expected to get 

impacted for at least six months affecting profitability at EPC 

companies while it is expected to revive in H2FY21E 

 Government orders or finalisations may take longer as the 

government is utilising all its resources to fight Covid-19 for at least 

three months putting a strain on government finances. This will also 

affect government budgets for critical sectors like infrastructure, 

power, T&D and may be reworked in the medium term 
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Larsen & Toubro (L&T) 

Currently, the Middle East region contributes ~13% to the order book and 

14% to consolidated revenues of L&T. The international order book 

(including Middle East) contributes ~23% to the order book with exposure 

to Middle East, African countries, Bangladesh and Sri Lanka. The recent 

crude oil price crash by more than 30% to sub-US$35 per barrel is expected 

to impact the future hydrocarbon ordering pipeline in the Middle East. 

Subsequently, it may have an adverse impact on order intake, order book, 

execution in India, Middle East, which could have a spiralling effect with an 

increase in working capital and receivables in the region amid economic 

slowdown, tight liquidity and vendor support. On the other hand, operations 

and revenue of IT subsidiaries of L&T (LTTS, MindTree, L&T Infotech) with 

exposure to Europe, US and China are likely to get impacted. Subsequently, 

we revise our estimates factoring in the additional risk. We revise our target 

price to | 1150/share (standalone business at 17.0x FY22E EPS) and maintain 

BUY rating. 

 

Exhibit 2: L&T Middle East Exposure 

Middle East Region FY18 FY19 9MFY20

Middle East Revenue (| Crore) 24571.7 24394.2 14168

As % of Total revenue 20.5% 17.3% 14.0%

Middle East Order Book (| Crore) 44202 34037.5 39819

As % of Total Order book 16.8% 11.6% 13.0%

International order book (Incl. ME) 62500.0 63300.0 72600

International order book (Incl. ME) as % of Total OB 23.8% 21.6% 23.7%
 

Source: Company, ICICI Direct Research 

 

Exhibit 3: SoTP valuation of L&T 

C o m p an y  

(|p e r  s h are )

Bu ll cas e  % o f to talBas e  C as e % o f to tal Be ar  C as e  % o f to tal

Base Bus iness 989 65.9 861.9 75.0 583.1 78.2

L&T Finance Holdings 39 2.6 32 2.7 24 3.3

L&T IT Subs idiaries 156 10.4 102 8.8 54.8 7.3

L&T Pow er Development 18 1.2 8.6 0.7 7.7 1.0

L&T MHI JV 13 0.9 5.7 0.5 5.7 0.8

L&T IDPL 176 11.7 79.0 6.9 33.7 4.5

O ther E&C, MIP & E&E Sub 29 1.9 16.3 1.4 15.0 2.0

Hydrocarbon 30 2.0 6 0.5 1 0.1

O thers 49.6 3.3 37.9 3.3 20.4 2.7

T o tal 1499 100.0 1150 100.0 746 100.0  

Source: Company, ICICI Direct Research 

 

Exhibit 4: Key financial summary (Standalone) 

Par ticu lars  (| cro re ) FY18 FY19 FY20E* FY21E* FY22E* C AG R (FY20E-FY22EE)*

Net Sales 74,454.4     82,057.3   79,672.4 71,152.1    87,609.4      4.9%

EBITDA 7,407.7       7,686.2     6,153.8   5,234.6      7,931.8        13.5%

EBITDA  Margin (% ) 9.9              9.4            7.7          7.4             9.1               

Net Prof it 5,387.1       6,134.9     6,089.8   3,978.1      7,034.2        7.5%

EPS (|) 38.8            44.2          43.9        28.7           50.7             

P/ E (x) 20.6            18.1          18.2        27.9           15.8             

RoNW (% ) 11.0            11.8          11.4        7.2             11.8             

RoCE (% ) 10.6            10.6          7.8          6.0             9.4               
 

Source: Company, ICICI Direct Research, * L&T standalone numbers Adjusting for E&A Business 
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KEC International 

KEC International has exposure of ~| 2100 crore order book to the MENA 

region, which is 9.5% of the order book and 10% to revenue. This is likely 

to have an impact on the near term order intake and execution. India 

lockdown may lead to near wash out in Q1FY21E and recovery in H2FY21E. 

Subsequently, the interest to sale, working capital may get impacted by the 

delay in execution or awarding in these markets. We revise our target price 

to | 245/share, which is at 11.5x on FY22E EPS and maintain BUY rating. 

Exhibit 5: KEC’s MENA and international exposure 

MENA Exposure FY18 FY19 9MFY20

MENA Revenue 1009 1100 -

MENA as % of Total revenue 10% 10% -

 Total order book (| Crore) 17298 20307 22011

MENA Order Book (| Crore) 1383.8 1401.2 2100

MENA order book as % of Total OB 8.0% 6.9% 9.5%

International Order Book as % of Total OB 45% 50% 35%
 

Source: Company, ICICI Direct Research 

Exhibit 6: Key financial summary 

Par ticu lars  (| cro re ) FY18 FY19 FY20E FY21E FY22E C AG R (FY20-FY22E)

Net Sales 10,058.0      11,000.9      11,649.4      10,957.9      13,058.1        5.9%

EBITDA 1,006.3        1,149.7        1,184.1        896.7           1,259.4          3.1%

EBITDA  Margin (% ) 10.0             10.5             10.2             8.2               9.6                 

Net Prof it 460.5           494.2           528.6           304.7           544.9             1.5%

EPS (|) 17.9             19.2             20.6             11.9             21.2               

P/ E (x) 9.9               9.3               8.7               15.0             8.4                 

RoNW (% ) 23.1             20.1             18.7             10.2             15.8               

RoCE (% ) 24.9             24.8             22.0             15.0             20.0               
 

Source: Company, ICICI Direct Research 

Kalpataru Power 

Total 42% of Kalpataru Power’s (KPTL) order book, (mainly T&D) is exposed 

to international markets like Europe, Middle East, Americas, Australia, Africa 

and neighbouring countries. This could likely impact working capital, 

receivables, interest cost over the next year. India lockdown is expected to 

have a spiralling effect. Overall, delays in project awarding and execution 

are expected to impact the working capital management, strain on balance 

sheet. We revise KPTL’s target price to | 200/share (standalone business at 

8.0x FY22E EPS) and maintain our HOLD rating. 

Key risk: Project delays, slower order intake, working capital increase, 22.5% 

of the total shareholding is pledged by promoters (41% of 54.4% promoter 

holding is pledged), which could further pose liquidity issues amid weak 

domestic and global market conditions. 

Exhibit 7: Valuation matrix 

 Bas is  o f V alu atio n   Mu ltip le  
 T o tal V alu e  (| 

cro re ) 

 Pe r  s h are  

valu e (|) 

Base Bus iness P/E 8x 2,611                         169                        

JMC Projects 40%  Holdco discount on market Cap67.2%  s take 222                            14                          

O ther JV 's /Inves tment in BO O T projects Equity Inves ted 0.5x 184                            12                          

Inves tment in L injemontage (85%  Stake) Book V alue 0.5x 71                              5                            

T o tal 3,017                         200                        
 

Source: Company, ICICI Direct Research 

Exhibit 8: Key financial summary 

Par ticu lars  (| cro re ) FY18 FY19 FY20E FY21E FY22E C AG R (FY20E-FY22E)

Net Sales 5,741.1     7,115.1       7,552.1       6,864.7       7,499.6       -0.3%

EBITDA 631.2        778.2          763.1          592.9          684.3          -5.3%

EBITDA  Margin (% ) 11.0          10.9            10.1            8.6              9.1              

Net Prof it 321.9        401.3          435.2          284.0          326.4          -13.4%

EPS (|) 21.0          26.1            28.1            18.4            21.1            

P/ E (x) 9.0            7.2              6.7              10.2            8.9              

RoNW (% ) 11.6          12.7            11.6            7.2              7.7              

RoCE (% ) 17.0          19.6            16.4            11.4            12.1            
 

Source: Company, ICICI Direct Research 
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Thermax 

Total ~30-40% of Thermax’ revenue comes from the exports business with 

operational and sales exposure in countries like Denmark, Europe, 

Indonesia, etc. This could get impacted by the supply chain and operation 

disruption due to Coronavirus outbreak across major economies of the 

worlds. The India lockdown is expected to lead to drying up of private capex, 

orders for at least one year as customer enquiries have significantly fallen or 

been postponed. On the other hand, international order inflows may impact 

an already ailing order backlog. Though the real magnitude of outbreak and 

economy lockdown is difficult to assess, the medium term business outlook 

for manufacturing space is completely is dismal and will negatively impact 

the operating performance. However, Thermax’s strong balance sheet and 

strict working capital management style would be a key for revival in long 

term. We expect adjusted revenue, EBITDA CAGR of -1.8%, 3.5%, 

respectively, in FY20-22E. We revise our target price to | 850/ share (26.5x 

on FY22E EPS) and maintain BUY rating. 

Exhibit 9: Valuation Matrix 

Bas e  C as e Be ar  C as e

Param e te r V alu e | Pe r  s h are | Pe r  s h are

Standalone 26.5x FY 22E EPS 9,360    786                 554               

Equity Inves ted in Subs idaires 1x Equity 767       64                   48                 

To tal Ro u n d e d  o ff 10,127  849                 601               
 

Source: Company, ICICI Direct Research 

Exhibit 10: Key Financial Summary 

Par ticu lars  (| cro re ) FY18* FY19* FY20E FY21E FY22E C AG R (FY20E-FY22E)

Net Sales 3,867.9                               5,175.4       5,731.7     4,449.7     5,527.5     -1.8%

EBITDA 371.4                                  418.9          427.3        307.1        457.8        3.5%

EBITDA  Margin (% ) 9.6 8.1              7.5            6.9            8.3            

Net Prof it 238.3                                  275.4          245.2        229.6        351.9        19.8%

EPS (|) 20.0                                    23.1            20.6          19.3          29.5          

P/ E (x) 36.3                                    31.4            35.2          37.6          24.6          

RoNW (% ) 9.9                                      11.2            8.4            7.6            10.7          

RoCE (% ) 15.3                                    18.0            14.0          10.3          14.6          
 

Source: Company, ICICI Direct Research *Numbers till FY19 includes standalone business with Boiler & Heater business of Thermax which is now classified as discontinued operations from 

standalone and transferred to its subsidiary TBWES with effect from 1st October 2019 and hence will not be reflected in standalone numbers, instead will be reflected in consolidated 

numbers and therfore will not be comparable. Hence, we have changed our presentation of forward numbers to consolidated and valued accordingly. 

Elgi Equipments 

The India lockdown has added fire to an already ailing industrial and 

manufacturing activities in the country and is likely to lead to a significant 

downturn for manufacturing dependent companies like Elgi Equipments 

with an impact of at least three to six months on operations. The rest of the 

world contributed 47% to Elgi Equipment’s FY19 revenue mainly from 

Europe, US, Australia, which was substantially impacted and is facing a 

lockdown situation due to the ongoing Coronavirus situation. We revise our 

target price to | 115/share (which is at 25x FY22E EPS of | 4.6 per share) and 

maintain our HOLD rating. 
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Exhibit 11: Key Financial Summary 

(| cro re ) FY19 FY20E FY21E FY22E C AG R (FY20E-22EE)

Revenue 1,863.5          1,686.4          1,129.9           1,502.8           -5.6%

EBITDA 191.8             118.1             50.8                144.3              10.5%

EBITDA  Margin (% ) 10.3               7.0                 4.5                  9.6                  

Net Prof it 103.1             40.8               3.7                  72.2                33.1%

EPS (|) 6.5                 2.6                 0.2                  4.6                  

P/E (x) 18.3               46.2               512.3              26.1                

EV /EBITDA  (x) 10.4               17.3               41.3                13.9                

RoCE (% ) 13.8               6.6                 1.5                  8.9                  

RoE (% ) 13.4               5.3                 0.5                  8.9                  

G row th 36.0               (9.5)               (33.0)               33.0                
 

Source: Company, ICICI Direct Research 

Greaves Cotton 

Weakness in the domestic 4-W, 3-W OEM segment amid weak consumer 

sentiments, domestic and global lockdowns are expected to lead to supply 

chain disruptions and significant decline in auto engine volumes. On the 

other hand, transition to BS-VI with effect from April 1, 2020 is expected to 

have a spiralling effect on volumes. Industrial slowdown, weak consumer 

sentiments are expected to also affect new initiatives business. We revise 

our target price to | 75 per share (base business at 11.5x on FY22E EPS) and 

maintain our HOLD rating. 

Exhibit 12: Key financial summary 

Par ticu lars  (| cro re ) FY18 FY19 FY20E FY21E FY22E C AG R (FY20E-FY22E)

Net Sales 1,792.1      1,987.9      1,818.8      1,406.6      1,711.2      -3.0%

EBITDA 255.3         274.7         227.2         131.0         213.7         -3.0%

EBITDA  Margin (% ) 14.2           13.8           12.5           9.3             12.5           

Net Prof it 202.6         169.3         156.7         73.6           132.2         -8.1%

EPS (|) 8.3             6.9             6.8             3.2             5.7             

P/ E (x) 8.8             10.5           10.8           22.9           12.8           

RoNW (% ) 17.7           18.7           19.4           9.5             17.1           

RoCE (% ) 25.3           27.4           25.9           12.5           22.6           

 

Source: Company, ICICI Direct Research 

Exhibit 13: Valuation Matrix 

 Bas is  o f 

V alu atio n  
 Mu ltip le  

 T o tal V alu e

(| cro re ) 

 Pe r  

s h are  

valu e (|) 

 C o m m e n ts  

Base Bus iness P/E 12x 1,521          66            

A mpere (100%  Stake) P/Sales 1.25x 250 10            
 FY 22E sales  

at | 190 crore 

T o tal 1,771          76            
 

Source: Company, ICICI Direct Research 

 

Bharat Electronics 

The India lockdown is expected to have an impact in Q1FY21E but the 

anticipated medical devices order from government amid Covid-19 outbreak 

may lead to some caution in FY21E. Order intake, working capital are 

expected to witness a significant strain considering slower cash flows from 

the government, which is currently utilising resource in fighting Covid-19 

outbreak. However, overall strong order book of | 54959 crore continues to 

provide strong revenue visibility. We revise our target price to | 90/share 

(which is at 13x FY22E EPS) and maintain our BUY rating. 
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Exhibit 14: Key Financial Summary 

(| cro re ) FY18 FY19 FY20E FY21E FY22E C AG R (FY20E-22E)

Revenues 10,322       12,085           11,355           12,857              14,019              11.1                                   

EBITDA 2,000         2,862             2,080             2,312                2,672                13.3                                   

EBITDA  margin (% ) 19.4           23.7               18.3               18.0                  19.1                  

Net Prof it 1,399         1,927             1,327             1,436                1,674.3             12.3                                   

EPS (|) 5.7             7.9                 5.4                 5.9                    6.9                    

P/E (x) 12.7           9.2                 13.4               12.4                  10.6                  

EV /EBITDA  (x) 8.5             5.9                 8.3                 7.6                    6.4                    

RoCE (% ) 25.0           30.0               19.9               20.0                  21.5                  

RoE (% ) 18.0           21.4               14.1               14.2                  15.3                  
 

Source: Company, ICICI Direct Research 

 

Engineers India 

Domestic execution is expected to get impacted for H1FY21E with some 

recovery in H2FY21E. Engineers India had around 25% overseas revenue in 

FY19 while 54% of 9MFY20 order inflow came in from overseas market. We 

expect revenue and EBITDA to witness a short-term moderation and margin 

stress amid execution halt due to lockdowns and higher contribution from 

the turnkey segment and likely slowdown in overseas consultancy market 

amid global crude oil price crash, which would impact the international and 

domestic hydrocarbon market and oil demand. We maintain our target price 

to | 52 per share (that is at 8.5x on FY22E EPS) with a REDUCE rating. 

Key risks: Any project related headwinds or delays in turnkey segment may 

further impact revenue growth. 

 

Exhibit 15: Key Financial Summary 

 

Source: Company, ICICI Direct Research 

 

AIA Engineering 

More than 70% of AIA Engineering’s revenue comes from exports markets, 

which could get impacted by the slowdown due to lockdown of several 

markets in Europe due to the Coronavirus outbreak amid the domestic 

economic slowdown. Also India sales and operations are expected to get 

impacted in H1FY21E. Some concerns already remain on AIA for its cautious 

stance and volume loss of 20000 MT to 25000 MT from a couple of mining 

customers abroad. Accordingly, working capital management may get 

impacted. We revise our target price to | 1260/share (which is at 26x FY21E 

EPS) and maintain our HOLD rating. 

 

(| cro re ) FY18 FY19 FY20E FY21E FY22E FY20-22E

Net Sales 1,788            2,444            2,750               2,310               2,703               

Revenue 1,788            2,444            2,750               2,310               2,703               (0.9)                    

EBITDA 413               366               371                  237                  338                  (4.6)                    

Net Prof it 378               370               370                  301                  383.1               1.8                     

EPS (|) 6.0                5.9                5.9                   4.8                   6.1                   

P/E (x) 9.4                9.6                9.6                   11.7                 9.2                   

Price / Book (x) 1.6                1.6                1.5                   1.5                   1.5                   

EV /EBITDA  (x) 2.7                2.4                2.6                   4.9                   3.2                   

RoCE (% ) 23.2              21.3              20.7                 14.4                 17.6                 

RoE (% ) 16.7              16.3              16.0                 12.8                 15.8                 
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Exhibit 16: Key Financial Summary 

Par ticu lars  (| cro re ) FY18 FY19 FY20E FY21E FY22E C AG R (FY20E-FY22E)

Net Sales 2,445.1               3,069.5 2,673.6   2,097.6   2,734.1    1.1%

EBITDA 535.7                  660.4    578.0      371.3      574.7       -0.3%

EBITDA  Margin (% ) 21.9                    21.5      21.6        17.7        21.0         

Net Prof it 443.6                  513.2    505.9      290.9      456.2       -5.0%

EPS (|) 47.0                    54.4      53.6        30.8        48.4         

P/ E (x) 27.7                    24.0      24.3        42.3        27.0         

RoNW (% ) 14.7                    14.6      13.9        7.6          11.0         

RoCE (% ) 18.4                    18.8      16.1        9.3          13.5         
 

Source: Company, ICICI Direct Research 
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Capital Goods – Bearings 

Global macros, national lockdown to impact FY21… 

With the nation going into a lockdown for 21 days, production has been 

halted across the manufacturing sector except for essential services. This is 

expected to result into an adverse impact on the already struggling bearing 

companies amid a slowdown in the domestic auto sector. We expect 

Q4FY20E and H1FY20E to be a complete washout for our bearing coverage 

universe as a revival in demand for the auto sector still seems far away. The 

Coronavirus continued to impact the global economy leading to a disruption 

in supply chain across industries including auto-ancillaries where demand is 

expected to have a negative impact, the quantum of which would be 

dependent on how the global macros pan out, going ahead. Accordingly, 

we factor in the recent developments in the global macros as well as the 

domestic environment and revise our FY22E estimates. 

Muted auto sales to impact bearing companies… 

We expect auto sales for March to be on the same lines as February, i.e. a 

19-20% decline across various categories. Overall volatility in the 

environment has had a negative influence on consumer sentiment and 

demand. With visible challenges in the near term, the performance of the 

auto segment of the business for bearing companies is likely to get impacted 

in the short to medium term. We expect sluggish demand in the auto sector 

to remain a key overhang for bearing companies. 

Corona outbreak to hamper exports… 

Exports are likely to suffer on account of the Coronavirus outbreak that has 

disrupted the global supply chain affecting economies in an unparalleled 

fashion. This outbreak is posing a serious risk to the global macro economy 

coupled with a fall in crude oil prices, which has further weakened the 

demand scenario. Spillover effects of Chinese production halt will be diverse 

across our capital goods coverage. Among our bearings coverage universe, 

NRB, SKF and Timken have ~23%, 10% and 20% share of exports in topline, 

respectively. We expect companies with a higher share of exports to get 

negatively impacted in the current scenario. However, the quantum of the 

impact can only be assessed in coming quarters. 

 

Exhibit 17: Revised Targets: Capital Goods - Bearings 

P revious Now

C om pany Targe t P rice Ra ting C MP Targe t P rice Ra ting

S K F 1,500 R educe 1,400 1,215 R educe

Timken India 1,005 B uy 683 820 B uy

NR B  B earings 70 Hold 58 55 Hold
 

Source: Company, ICICI Direct Research 
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SKF 

Weakness in the domestic OEM segment is expected to take a toll on the 

auto segment amid disruptions in the global supply chain, which could 

negatively impact the industrial segment. We expect SKF to struggle in short 

to medium term with auto and exports being the key overhangs. We revise 

our estimates in light of recent developments and maintain our REDUCE 

rating on the stock with a revised target price of | 1215. 

 

Exhibit 18: Key Financial Summary 

F Y18 F Y19 F Y20E F Y21E F Y22E C AG R  F Y20-22E

R evenue (| crore) 2,750.4            3,034.5            2,910.9            2,736.6             2,807.6               (1.8)                           

E B ITD A (| crore) 434.8               485.9               355.1               328.4               356.6                  0.2                            

E B ITD A margin 15.8                 16.0                 12.2                 12.0                 12.7                   

Net P rofit (| crore) 295.9               335.8               261.8               236.0               250.3                  (2.2)                           

E P S  (|) 57.6                 67.9                 52.9                 47.7                 50.6                   

P /E  (x) 24.3                 20.6                 26.4                 29.3                 27.7                   

E V /E B ITD A (x) 14.4                 13.1                 17.6                 18.5                 17.0                   

R oC E  (% ) 23.7                 29.4                 19.1                 16.2                 15.9                   

R oE  (% ) 16.1                 19.8                 14.0                 11.7                 11.5                   
 

Source: Company, ICICI Direct Research 

 

 

Timken India 

Timken India registered strong numbers for Q3FY20, albeit on the back of 

improved margins as well as on account of decent traction from the railways 

& export businesses. However, going ahead, we expect demand to remain 

muted. While there is still uncertainty about the quantum of impact of Covid-

19 on the bearing industry, the most recent statistics as well as consumer 

sentiment point to a downturn. Factoring in the recent developments, we 

revise our estimates and maintain our BUY rating on the stock with a revised 

target price of | 820. 

 

Exhibit 19: Key Financial Summary 

(| C ro re ) F Y18 F Y19 F Y20E F Y21E F Y22E C AG R  (F Y20-22E)

Net S ales 1,234.0           1,664.4           1,561.2           1,517.6           1,690.4              4.1                                         

E B ITD A 163.3             288.6             332.5             294.4              355.0                3.3                                         

E B ITD A margin (% ) 13.2               17.3               21.3               19.4                21.0                  

Net P rofit 92.0               148.6             220.6             154.0              206.2                (3.3)                                        

E P S  (|) 13.5               19.8               29.3               20.5                27.4                  

P /E  (x) 50.5               34.6               23.3               33.4                24.9                  

P /B V 6.6                 3.8                 3.3                 3.0                  2.7                    

E V /E B ITD A (x) 28.4               17.8               14.8               16.1                13.2                  

R oC E  (% ) 18.9               15.7               16.8               12.9                14.3                  

R oE  (% ) 13.1               11.1               14.3               9.1                  11.0                  
 

Source: Company, ICICI Direct Research 
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NRB Bearings 

NRB Bearings is expected to continue its muted performance due to weak 

sentiments in the domestic auto sector (69% of NRB’s topline) amid 

constrained economic expansion. The overall volatility in the environment 

has had a negative influence on consumer sentiment and demand. While the 

long term outlook remains positive, there are clear challenges in the 

immediate short-term as well as medium term. We factor in recent 

developments in the market as well as the national lockdown. We revise our 

estimates and ascribe a HOLD rating to the stock with a target price or | 55. 

 

Exhibit 20: Key Financial Summary 

(| C ro re ) F Y18 F Y19 F Y20E F Y21E F Y22E C AG R  (F Y19-22E)

R evenue 855.1            964.9            744.4            711.9                756.7                  0.8%

E B ITD A 168.3            185.1            78.2              76.5                 93.8                    9.6%

E B ITD A margin (% ) 19.7              19.2              10.5              10.8                 12.4                    

Net P rofit 90.7              108.2            27.7              25.8                 35.8                    13.6%

E P S  (|) 9.4                11.2              2.9                2.7                   3.7                     

P /E  (x) 6.2                5.2                20.3              21.8                 15.7                    

E V /E B ITD A 4.2                4.3                9.7                9.7                   8.1                     

R oC E  (% ) 26.7              21.0              8.1                7.6                   9.3                     

R oE  (% ) 24.0              19.5              5.7                5.2                   7.0                     
 

Source: Company, ICICI Direct Research 
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Exhibit 21: Price Charts 
 

Larsen & Toubro 

 

Source: Bloomberg, ICICI Direct Research 

 

KEC International 

 

Source: Bloomberg, ICICI Direct Research 

 

Kalpataru Power 

 

Source: Bloomberg, ICICI Direct Research 

 

    

Thermax 

 

Source: Bloomberg, ICICI Direct Research 

 

Elgi Equipments 

 

Source: Bloomberg, ICICI Direct Research 

 

Engineers India 

 

Source: Bloomberg, ICICI Direct Research 

 

 

AIA Engineering 

 

Source: Bloomberg, ICICI Direct Research 

 

SKF India 

 

Source: Bloomberg, ICICI Direct Research 

 

Timken India 

 

Source: Bloomberg, ICICI Direct Research 

 

 

NRB Bearings 

 

Source: Bloomberg, ICICI Direct Research 

 

Bharat Electronics 

0

2000

4000

6000

8000

10000

12000

0
20
40
60
80

100
120
140
160
180
200

M
a

r-
1

7

Ju
l-1

7

N
ov

-1
7

M
a

r-
1

8

Ju
l-1

8

N
ov

-1
8

M
a

r-
1

9

Ju
l-1

9

N
ov

-1
9

M
a

r-
2

0

Bharat Electronics

NSE500 Index
 

Source: Bloomberg, ICICI Direct Research 

 

Greaves Cotton 

0

2000

4000

6000

8000

10000

12000

0
20
40
60
80

100
120
140
160
180
200

M
a

r-
1

7

Ju
l-1

7

N
ov

-1
7

M
a

r-
1

8

Ju
l-1

8

N
ov

-1
8

M
a

r-
1

9

Ju
l-1

9

N
ov

-1
9

M
a

r-
2

0

Greaves Cotton

NSE500 Index
 

Source: Bloomberg, ICICI Direct Research 

 

 

0

2000

4000

6000

8000

10000

12000

0

200

400

600

800

1000

1200

1400

1600

1800

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

L&T (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

100

200

300

400

500

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

KEC (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

100

200

300

400

500

600

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

KPTL (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

200

400

600

800

1000

1200

1400

1600

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

Thermax (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

50

100

150

200

250

300

350

400

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

Elgi Eq (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

50

100

150

200

250

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

EIL (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

500

1000

1500

2000

2500

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

AIA (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

500

1000

1500

2000

2500

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

SKF (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

200

400

600

800

1000

1200

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

Timken (L.H.S) NSE500 Index

0

2000

4000

6000

8000

10000

12000

0

50

100

150

200

250

M
a
r-

1
7

J
u
l-
1
7

N
o
v
-1

7

M
a
r-

1
8

J
u
l-
1
8

N
o
v
-1

8

M
a
r-

1
9

J
u
l-
1
9

N
o
v
-1

9

M
a
r-

2
0

NRB (L.H.S) NSE500 Index



  

 

ICICI Securities | Retail Research  13 

  
ICICI Direct Research 

 

Sector Update | Capital Goods 

 

 

 

 

  

RATING RATIONALE 

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to its 

stocks according to their notional target price vs. current market price and then categorizes them as Buy, Hold, 

Reduce and Sell. The performance horizon is two years unless specified and the notional target price is defined 

as the analysts' valuation for a stock 

 

Buy: >15%  

Hold: -5% to 15%; 

Reduce: -15% to -5%; 

Sell: <-15% 

 

 

Pankaj Pandey Head – Research pankaj.pandey@icicisecurities.com 

 
 

ICICI Direct Research Desk, 

ICICI Securities Limited, 

1st Floor, Akruti Trade Centre, 

Road No 7, MIDC, 

Andheri (East) 

Mumbai – 400 093 

 

 
research@icicidirect.com 

 

 

 



  

 

ICICI Securities | Retail Research  14 

  
ICICI Direct Research 

 

Sector Update | Capital Goods 

 

ANALYST CERTIFICATION  

I/We, Chirag Shah, PGDBM and Amit Anwani, MBA (Finance), Adil Khan, PGDM (Finance), Research Analysts, 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. 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 Limited is a SEBI registered 

Research Analyst with SEBI Registration Number – INH000000990. 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 Retail 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 Institutional 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 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. 

 

 


