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Anti Dumping on TDI, fuels the growth of the company:
Robust order book gives strong revenue visibility:
KEI’s current order book stands at Rs 2783 Cr (of which EPC Rs. 1817 Cr, EPC Substation Rs. 177 Cr, Cable Rs.
789 Cr in which Export Rs. 128 Cr ). Its order book grew by ~28% in the last 3 years on the back of order inflows
from State Electricity Boards, Power Grid, etc. On account of this, KEI gets a revenue visibility for the next 12-16
months.
Strengthening distribution network and higher ad spend helps to drive retail business :
KEI’s consistent effort to increase its retail business from 30% of revenue in FY16 to 40-45% of revenue in the next
2-3 years on the back of strengthening distribution network (currently 1147, which is expect to increase to 1,500 by
FY19) and higher ad spend (increased from Rs 2 Cr in FY13 to ~Rs 7-9 Cr in FY17 and expected to increase
further).
Rising export aids growth momentum :
KEI’s exports to 45 countries (increased to 14% in FY17 from 8% of revenue in FY16) is expected to expand
further in next two years on the back of higher order execution from current order book of Rs 128 Cr and
participation in various international tenders worth Rs.500 Cr. We expect a strong ~24% growth CAGR over
FY17-19 in exports.
Decline in Interest cost as % of net sales aids the profitability:
We expect the company’s interest cost to decline due to (1) full repayment of its Rs.211 Cr term loan in next 2-3
years, and (2) marginally lower interest cost expected due to the improvement in credit rating. While the company
may see some rise in its working capital requirement due to higher sales in EPC segment, the debt repayment and
low interest rate should offset the same. Due to this, we expect interest cost to decline as % of sales, which will
further result in better profitability.
Industry tailwind:
In power and infrastructure sector demand for cables (including EHV, MV and LV) estimated to be USD 3 billion
used for transmission and distribution purposes. Also, demand for urban housing is expected to grow from Rs 116
billion in FY09 to Rs 757 billion in FY20. On account of this, demand for wires is also expected to grow at CAGR of
13% over next five-six years. The company is positioned well in positive industry scenario.
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Business Outlook and Valuation :
At the moment at current price of 216 the stock is trading at (TTM) P/E of 17.5x. Going ahead we expect revenue
growth of 15.5% for FY18 and 16% FY19. Hence our expectations for revenue for FY18 and FY19 are INR 3039 Cr
and INR 3525 Cr respectively.
We expect company to maintain EBITDA margin around 9-10% for next two years. Going ahead we expect PAT
margins of 4-5% for next two years. Our PAT expectations for FY18 and FY19 are INR 156 Cr, INR 185 Cr
respectively. Our EPS expectations for FY18 and FY19 are INR 20.35 and INR 24.25 Cr respectively.
We believe KEI Industries Ltd. at PE of 17.5x with ROCE around 26-28% with superior margins is attractively
valued. For FY18 EPS expectations of 20.35 we expect target price of 411/sharewith a stop loss at 188.

FINANCIALS:
For the Year Ended March (INR)
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Key Risks and Concerns:

●

KEI’s EPC segment contributes ~16% in the total revenue. This segment primarily depends upon
government spending and any delay in investment by the government may lead to reduction in order book
and would impact its revenue.

●

Any unfavorable change in the prices of commodities, forex and interest rates, and delay in project
execution can hurt its profitability.

vScore: Value Score is our proprietary company rating system based on last 5 years of historical data and value investing
philosophy at its core. v360 combined with Macroeconomic indicators, projections, fundamental and technical trigger makes it
a 360 degree view.

Disclaimer: The information and opinions in this report have been prepared by Niveza Research Desk and are subject to change without any notice. This

report is for personal information of the authorized recipients. It should not be considered to be taken as an offer to sell or a solicitation to buy any security.
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. The securities discussed and opinions expressed in this report may not be suitable for all investors and published with
presumption that the investors must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific
recipient. A comprehensive due diligence effort is recommended.
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