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RESEARCH 

BOB ECONOMICS RESEARCH | FY24 BUDGET PREVIEW  

Balance between populism and consolidation 

JSW STEEL | TARGET: Rs 715 | –1% | HOLD 

Exciting growth but unfavourable risk-reward; maintain HOLD 

SBI CARD | TARGET: Rs 1,034 | +35% | BUY 

Higher costs continue to dent profitability 

AMBER ENTERPRISES | TARGET: Rs 2,100 | +3% | HOLD 

Strong topline but margins remain muted 

SIEMENS INDIA | TARGET: Rs 3,500 | +14% | BUY 

Annual report highlights – Primed for accelerated growth 

KEI INDUSTRIES | TARGET: Rs 1,900 | +25% | BUY 

Upbeat numbers  

  

  

SUMMARY 

INDIA ECONOMICS: FY24 BUDGET PREVIEW 

Despite this being last full budget before the elections, budget for FY24 is unlikely to 

be a populist one. Government is expected to remain committed to its fiscal glide 

path announced in the budget for FY22 (<4.5% deficit by FY26), and aim to reduce 

the fiscal deficit ratio next year by 50 -75 bps to around 5.75%. Working within this 

framework, central government will try to balance task of providing social protection 

for the weaker section of the society, boost disposable income and give private 

investment and state capex a nudge. Revenue growth will also act as a constraint 

as it moderates from the higher levels achieved in FY23. This trend will be in line 

with easing nominal GDP growth in the wake of global slowdown. Thus to support 

quality spending, we estimate gross borrowing at Rs 16.0-17 lakh crore. 10Y G-Sec 

bond yield is expected to trade between 7.5-7.60% on an average in FY24. 

Click here for the full report. 

 

 

 

Daily macro indicators 

Indicator 20-Jan 23-Jan Chg (%) 

US 10Y  
yield (%) 

3.48 3.51 3bps 

India 10Y 
yield (%) 

7.35 7.35 0bps 

USD/INR 81.13 81.39 (0.3) 

Brent Crude 
(US$/bbl) 

87.6 88.2 0.6 

Dow 33,375 33,630 0.8 

Hang Seng 21,651 22,045 1.8 

Sensex 60,622 60,942 0.5 

India FII 
(US$ mn) 

19-Jan 20-Jan 
Chg 

($ mn) 

FII-D 45.6 42.5 (3.0) 

FII-E 72.3 (202.0) (274.3) 

Source: Bank of Baroda Economics Research 
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EQUITY RESEARCH  25 January 2023

 

JSW STEEL 

 Q3 EBITDA recovered ahead-of consensus expectations but net income was a miss 

on impact of higher net debt  

 We cut FY23-FY25 PAT by 47-12% baking in higher net debt impact and somewhat 

slower margin stabilisation over FY24  

 TP raised to Rs 715 (vs. Rs 650) on rollover of valuation base to FY25; maintain 

HOLD  

Click here for the full report. 

SBI CARD 

 Q3 PAT missed our estimate by 8% due to increased funding costs and high 

operating expenses  

 Card spends at Rs 688bn the highest ever; gross receivables driven by EMIs with 

revolver share muted at 24%  

 We cut FY23-FY25 EPS 3-9% and roll over to a TP of Rs 1,034 (vs. Rs 1,139) set at 

a lower 29x FY25E P/E (vs. 36x); maintain BUY  

Click here for the full report. 

AMBER ENTERPRISES 

 Q3 topline grew 38% YoY but EBITDA margin disappoints at 5.8% (6.2% est.), 

dragging PAT well below expectations  

 Capex guided to normalise to Rs 2.5bn from FY24 after spends in excess of Rs 6bn 

in FY23  

 We cut FY23/FY24 EPS by 26%/10% on margin underperformance; TP unchanged 

at Rs 2,100 post rollover – retain HOLD  

Click here for the full report. 

SIEMENS INDIA 

 Well positioned to benefit from emerging opportunities in digitalisation and 

sustainable solutions  

 Mobility division seeing a resurgence due to rail capex with new 9000HP locomotive 

order a feather in its cap; C&S Electric turns a corner  

 Balance sheet robust with net cash of Rs 64bn. SIEM remains one of our preferred 

capex plays; maintain BUY, TP Rs 3,500  

Click here for the full report. 

  

https://www.barodaetrade.com/Reports/JSWSteel-Q3FY23ResultReview24Jan23-Research.pdf
https://www.barodaetrade.com/Reports/SBICard-Q3FY23ResultReview25Jan23-Research.pdf
https://www.barodaetrade.com/Reports/AmberEnterprises-Q3FY23ResultReview24Jan23-Research.pdf
https://www.barodaetrade.com/Reports/Siemens-CompanyUpdate24Jan23-Research.pdf
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EQUITY RESEARCH  25 January 2023

 

KEI INDUSTRIES 

 Strong performance in cables aids Q3 topline growth of 14% YoY; EHV drag 

transient  

 Sustained EBITDA margin trajectory amid volatile commodity environment; 11% 

guidance reiterated for FY24  

 FY23/FY24 EPS raised slightly by ~2%; on rollover, our TP stays at Rs 1,900 – 

retain BUY  

Click here for the full report. 
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FY24 BUDGET PREVIEW       24 January 2023 
 

 
Balance between populism and consolidation  

  

Despite this being last full budget before the elections, budget for FY24 is unlikely to be 

a populist one. Government is expected to remain committed to its fiscal glide path 

announced in the budget for FY22 (<4.5% deficit by FY26), and aim to reduce the fiscal 

deficit ratio next year by 50 -75 bps to around 5.75%. Working within this framework, 

central government will try to balance task of providing social protection for the weaker 

section of the society, boost disposable income and give private investment and state 

capex a nudge. Revenue growth will also act as a constraint as it moderates from the 

higher levels achieved in FY23. This trend will be in line with easing nominal GDP 

growth in the wake of global slowdown. Thus to support quality spending, we estimate 

gross borrowing at Rs 16.0-17 lakh crore. 10Y G-Sec bond yield is expected to trade 

between 7.5-7.60% on an average in FY24. 

 

Sonal Badhan 

Economist 

 

 
 

 

 
 

 
 

 

 

 

  

Expectations from FY24 Budget 

Balance between populism and consolidation 

The latest budget presentation for 2023-24 (FY24) will the last full budget that the 

government presents before the general elections of 2024. Thus, while it will be 

tempting for the government to announce populist measures, it will also have to 

embark further on the path of fiscal consolidation. In the budget for 2021-22, FM had 

announced that fiscal deficit will be brought under 4.5% by 2025-26. In order to meet 

this commitment, deficit will have to be brought down by 50-100bps in the upcoming 

fiscal year, from the level achieved in FY23RE. Moderation in nominal GDP in FY24, 

will further add to strain. At the same time there are several expectations from different 

sectors which can be addressed by the Budget. We give here our expectations, which 

have been placed forth keeping in mind the practical side of fiscal space that will be 

available. 

Key themes: Steering consumption and investment 

Keeping in view the impending slowdown in CY23, government through its budget will 

aim to give both consumption and investment a nudge. To boost consumption, 

government is likely to 

▪ Increase the limit under standard deductions under the income tax act. 

▪ Provisions under capital gain tax may also get simplified. Simplification of 

provisions to calculate capital gain tax and increase in non-taxable limit on equity 

LTCG from Rs 1 lakh to Rs 2 lakh, may also be considered in the budget for FY24. 

▪ Some tweaking of income tax slabs may be expected. 

▪ Exemption limit for interest home loans to be increased to provide a push to 

housing. 

 

 

 

 

  



RESULT REVIEW  
 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 715  1% 
JSW STEEL | Metals & Mining | 24 January 2023 

 

 

  Exciting growth but unfavourable risk-reward; maintain HOLD 

 
▪ Q3 EBITDA recovered ahead-of consensus expectations but net income 

was a miss on impact of higher net debt 

Kirtan Mehta, CFA 

research@bobcaps.in 

 

 
 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price JSTL IN/Rs 722 

Market cap US$ 21.4bn 

Free float 40% 

3M ADV US$ 19.4mn 

52wk high/low Rs 790/Rs 520 

Promoter/FPI/DII 60%/11%/9% 

Source: NSE | Price as of 24 Jan 2023 

 
 

 

Key financials 

Y/E 31 Mar FY22A FY23E FY24E 

Total revenue (Rs mn) 1,464 1,604 1,589 

EBITDA (Rs mn) 390 197 325 

Adj. net profit (Rs mn) 197 39 135 

Adj. EPS (Rs) 81.7 16.2 55.9 

Consensus EPS (Rs) 81.7 18.3 57.1 

Adj. ROAE (%) 35.0 5.7 17.8 

Adj. P/E (x) 8.8 44.6 12.9 

EV/EBITDA (x) 3.0 5.9 3.5 

Adj. EPS growth (%) 149.6 (80.2) 245.6 

Source: Company, Bloomberg, BOBCAPS Research 

Stock performance 

 

Source: NSE 

▪ We cut FY23-FY25 PAT by 47-12% baking in higher net debt impact and 

somewhat slower margin stabilisation over FY24 

▪ TP raised to Rs 715 (vs. Rs 650) on rollover of valuation base to FY25; 

maintain HOLD  

 

Q3 EBITDA recovers modestly: JSTL recovered from a sharp decline seen in Q2 

with standalone operations and BPSL clocking adj. EBITDA/t of Rs 10.1k and Rs 7.3k 

respectively in Q3FY23. Despite EBITDA reviving, net income was weaker due to higher 

financing costs driven by increased net debt and a rise in benchmark interest rate.   

Margin to stabilise in FY24: Regional steel prices have revived as hopes of 

recovery in China have brought Indian steel prices on par with landed international 

rates. We expect Chinese activity levels to recover past the New Year holidays 

supported by more proactive government policies, reducing the drag on Chinese 

steel margins. We do note that margin upside beyond the mid-cycle level is capped 

given surplus capacity in the Chinese market post a sharp demand decline in CY22. 

Estimates reduced: We lower our FY23/FY24/FY25 EBITDA estimates for JSTL by 

13%/11%/5% assuming slower stabilisation of EBITDA margin to mid-cycle level 

and slower ramp-up of expansion projects, particularly in FY25. We cut our net 

income forecasts by 47%/22%/12% to reflect the impact of higher net debt. 

TP raised to Rs 715 from Rs 650: On rolling valuations over to FY25, our TP rises 

to Rs 715 (from Rs 650) based on an unchanged target multiple of 6x FY25E 

EV/EBITDA. We believe our FY25 estimates are generous on volumes and margins. 

We account for 50% utilisation from expansion projects (5mtpa Vijayanagar and 

1.5mtpa BPSL) targeted for completion by FY24. We also factor in EBITDA margin 

at Rs 13.5k/t which is close to the mid-cycle level for JSTL and can be considered 

generous at this point in the cycle. Our target multiple of 6x is in line with the 

historical trading range of 5.9-6.2x over the past 5Y-10Y period, reflecting the 

aggressive growth on the anvil.  

Maintain HOLD: Despite optimistic estimates and a target multiple in-line with the 

historical trading range, our target price yields a 1% downside. Given the sharp rise 

in net debt after a downturn in the steel cycle in H1FY23, JSTL is more vulnerable 

than peers to any change in steel cycle outlook. We find risk-reward unfavourable at 

this juncture and thus maintain HOLD.  
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RESULT REVIEW  
 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 1,034  35% 
SBI CARD | NBFC | 25 January 2023 

 

 

  Higher costs continue to dent profitability 

▪ Q3 PAT missed our estimate by 8% due to increased funding costs and 

high operating expenses 

Mohit Mangal 

research@bobcaps.in 

 

 
 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price SBICARD IN/Rs 767 

Market cap US$ 8.9bn 

Free float 31% 

3M ADV US$ 12.3mn 

52wk high/low Rs 1,029/Rs 656 

Promoter/FPI/DII 69%/9%/17% 

Source: NSE | Price as of 23 Jan 2023 

 
 

 

Key financials 

Y/E 31 Mar FY22A FY23E FY24E 

Net interest income (Rs 
mn) 

38,387 45,287 58,298 

NII growth (%) (1.7) 18.0 28.7 

Adj. net profit (Rs mn) 16,161 22,061 28,101 

EPS (Rs) 17.0 23.2 29.6 

Consensus EPS (Rs) 17.0 24.3 30.8 

P/E (x) 43.8 32.1 25.2 

P/BV (x) 9.1 7.3 5.8 

ROA (%) 5.2 5.6 5.8 

ROE (%) 23.0 25.3 25.6 

Source: Company, Bloomberg, BOBCAPS Research 

Stock performance 

 

Source: NSE 

▪ Card spends at Rs 688bn the highest ever; gross receivables driven by 

EMIs with revolver share muted at 24% 

▪ We cut FY23-FY25 EPS 3-9% and roll over to a TP of Rs 1,034 (vs. Rs 1,139) 

set at a lower 29x FY25E P/E (vs. 36x); maintain BUY 

 

PAT disappoints: SBI Card’s Q3FY23 net profit rose 32% YoY (-3% QoQ) to Rs 5.1bn 

but was 8% below our estimate primarily due to (i) a rise in operating expenses by 

15% YoY (8% QoQ) to Rs 19.7bn (3% above est.) due to spending on new client 

acquisition and higher corporate spends, and (ii) an increase in cost of funds by 68% 

YoY (26% QoQ) to Rs 4.6bn (5% above est.), with guidance for a further increase in 

Q4. We, accordingly, lower net profit estimates by 3-9% for FY23-FY25 to Rs 34bn. 

Corporate spends gain traction; card addition robust: SBI Card’s Q3 credit card 

spends hit a peak of Rs 688bn (Rs 654bn est.), rising 24% YoY and 10% QoQ, 

boosted by festive and travel season sales. Corporate spend grew 25% QoQ (10% 

YoY) with a share of 21% vs. 18%. We revise card spends upwards by 4% to  

Rs 2.5tn/Rs 3.0tn/Rs 3.5tn for FY23/FY24/FY25. The company’s cards in force grew 

21% YoY to 15.9mn with new account additions up 62%. 

Gross receivables soar; revolver accounts muted: Gross receivables rose 33% 

YoY to Rs 386bn in Q3, with revolvers growing 18%, EMI 49% and transactors 36%. 

Revolver share was stable QoQ at 24% while EMI grew from 35% to 37%. NII at  

Rs 11.4bn was 2% below our estimate, but management indicated that pricing of 

newer EMI loans has already been changed to counter the cost-of-fund increase. 

We believe NIM will remain under pressure and forecast a range of 12-13% over 

FY23-FY25, much lower than the 15-16% levels enjoyed a few years ago.   

Asset quality strong: GNPA/NNPA were stable at 2.2%/0.8% in Q3, and we expect 

levels of <3%/~1% over FY23-FY25. Credit cost declined from 6.4% in Q2 to 5.8% 

as ECL (expected credit losses) remained below pre-Covid levels. We continue to 

bake in credit cost of ~6% over FY23-FY25.  

Maintain BUY: We cut our FY23-FY25 EPS estimates by 3-9% based on the Q3 

results and reset to a lower target P/E of 29x (40% below the long-term mean) from 

36x, as the spike in cost of funds and operating expenses clouds the margin outlook. 

Rolling valuations over to FY25E, we have a revised TP of Rs 1,034 (vs. Rs 1,139) – 

retain BUY for a potential upside of 35%.  
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RESULT REVIEW  
 

EQUITY RESEARCH 
 

 

HOLD  

TP: Rs 2,100  3% 
AMBER ENTERPRISES | Consumer Durables | 24 January 2023 

 

 

  Strong topline but margins remain muted 

 
▪ Q3 topline grew 38% YoY but EBITDA margin disappoints at 5.8% (6.2% 

est.), dragging PAT well below expectations 

Vinod Chari | Nilesh Patil 

Tanay Rasal 
research@bobcaps.in 

 
 

 

 

 
 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price AMBER IN/Rs 2,043 

Market cap US$ 843.2mn 

Free float 60% 

3M ADV US$ 1.7mn 

52wk high/low Rs 4,026/Rs 1,843 

Promoter/FPI/DII 40%/27%/12% 

Source: NSE | Price as of 24 Jan 2023 

 
 

 

Key financials 

Y/E 31 Mar FY22A FY23E FY24E 

Total revenue (Rs mn) 42,064 56,605 73,303 

EBITDA (Rs mn) 2,754 3,428 4,966 

Adj. net profit (Rs mn) 1,113 1,281 1,992 

Adj. EPS (Rs) 33.0 38.0 59.1 

Consensus EPS (Rs) 33.0 53.7 83.0 

Adj. ROAE (%) 6.7 7.1 10.2 

Adj. P/E (x) 61.8 53.7 34.6 

EV/EBITDA (x) 25.0 20.1 13.9 

Adj. EPS growth (%) 33.7 15.1 55.5 

Source: Company, Bloomberg, BOBCAPS Research 

Stock performance 

 

Source: NSE 

▪ Capex guided to normalise to Rs 2.5bn from FY24 after spends in excess 

of Rs 6bn in FY23  

▪ We cut FY23/FY24 EPS by 26%/10% on margin underperformance; TP 

unchanged at Rs 2,100 post rollover – retain HOLD 

 

Mixed performance: Amber reported strong Q3FY23 topline growth of 38% YoY to 

Rs 13.5bn, ahead of our estimate (Rs 11.7bn). However, EBITDA margin and adj. 

PAT disappointed at 5.8% and Rs 151mn vs. our forecasts of 6.2% and Rs 251mn 

respectively. While the standalone room air conditioner (RAC) and component 

business led the topline, better profitability at subsidiaries propped up operational 

performance for the quarter.  

Ancillary business taking centerstage: Amber is focused on diversifying toward 

the electronics and motors division given its healthy growth prospects as well as the 

structural downshift in the core RAC business due to increased insourcing by OEMs. 

The company has acquired two marquee clients for its electronics business in its 

newer verticals of hearables and wearables. Further, it has started providing PCBA 

support for the BLDC motors used in fans. Management anticipates 50% revenue 

growth in electronics and 30-40% in the motors business in FY24. 

Capex drive to normalise in FY24E: Amber expects capex to exceed Rs 6bn for 

FY23 with the addition of four new facilities along with the Sri City plant. Thereafter, 

capex is guided to moderate to ~Rs 2.5bn in FY24. The intensive capex has 

resulted in increased debt, elevated finance cost and higher depreciation, which is 

visible in the quarter. Net debt stood at Rs 9bn as at end-Q3FY23, and management 

aims to bring it down to Rs 4bn-4.5bn by FY23-end. 

Retain HOLD: A thrust on diversifying away from the core RAC business toward the 

high-growth electronics and motors segments will help Amber mitigate the structural 

overhang arising from insourcing of AC production by OEMs. That said, delayed 

margin recovery leads us to cut our FY23/FY24 EPS estimates by 26%/10% and 

reiterate our HOLD rating. We maintain our TP of Rs 2,100 as we roll valuations 

over to Dec’24E, valuing the stock at an unchanged P/E multiple of 27x – a 50% 

discount to the 3Y average on 2Y forward basis.  
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COMPANY UPDATE  
 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 3,500  14% 
SIEMENS INDIA | Capital Goods | 24 January 2023 

 

 

  Annual report highlights: Primed for accelerated growth 

 
▪ Well positioned to benefit from emerging opportunities in digitalisation 

and sustainable solutions 

Vinod Chari | Tanay Rasal 

Nilesh Patil 
research@bobcaps.in 

 
 

 

 

 
 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price SIEM IN/Rs 3,059 

Market cap US$ 13.4bn 

Free float 25% 

3M ADV US$ 14.1mn 

52wk high/low Rs 3,139/Rs 2,150 

Promoter/FPI/DII 75%/5%/10% 

Source: NSE | Price as of 23 Jan 2023 

 
 

 

Key financials 

Y/E 30 Sep FY22A FY23E FY24E 

Total revenue (Rs mn) 1,61,378 1,96,656 2,32,550 

EBITDA (Rs mn) 17,573 23,402 28,847 

Adj. net profit (Rs mn) 12,619 17,228 21,764 

Adj. EPS (Rs) 35.4 48.4 61.1 

Consensus EPS (Rs) 35.4 47.3 61.9 

Adj. ROAE (%) 11.5 14.1 16.0 

Adj. P/E (x) 86.3 63.2 50.0 

EV/EBITDA (x) 64.9 49.3 40.2 

Adj. EPS growth (%) 22.5 36.5 26.3 

Source: Company, Bloomberg, BOBCAPS Research 

Stock performance 

 

Source: NSE 

▪ Mobility division seeing a resurgence due to rail capex with new 9000HP 

locomotive order a feather in its cap; C&S Electric turns a corner 

▪ Balance sheet robust with net cash of Rs 64bn. SIEM remains one of 

our preferred capex plays; maintain BUY, TP Rs 3,500 

 

Key takeaways from our analysis of SIEM’s FY22 (Y/E Sep) annual report: 

Poised for accelerated growth: We believe SIEM is strategically positioned to 

harness the boom in demand for digitalisation and sustainable solutions. The 

company, having undergone a decade of consolidation, is now in a phase of 

expedited expansion. Its mobility division, which had been underperforming, has 

seen a resurgence due to the renewed focus on rail capex in the country. Per 

management, the smart infrastructure and digital industries will be propelled by 

cutting-edge enterprises, with the energy sector also expected to do well this year. 

C&S Electric synergies to kick in: The acquisition of C&S Electric, primarily aimed 

at tapping the market for low-voltage products in India and overseas, is gaining 

momentum. C&S revenue stood at Rs 12.2bn in FY22 (vs. Rs 12.4bn in FY19 pre-

acquisition), while PAT stood at Rs 163mn (vs. Rs 527mn). Management 

acknowledged that integration costs have temporarily hurt margins but remains 

optimistic on eventual normalisation as a result of synergies and efficiencies that will 

be realised in future. 

Xcelerator a complement to MindSphere: SIEM has unveiled Xcelerator, a new 

open digital business platform that complements its existing MindSphere. Aimed at 

supporting small & medium enterprises, Xcelerator looks to accelerate digital 

transformation by providing scalability, design flexibility and integration capabilities. 

Balance sheet steady: Cash and cash equivalents increased to Rs 64bn, up 30% 

YoY, with net debt/equity at -0.3x. ROIC/ROE for the year stood at 12%/11%.  

Maintain BUY: SIEM remains the best play on upcoming smart capex with a broad 

portfolio mix that not only caters to sectors evolving toward Industry 4.0, but also 

harnesses the green energy transition theme with its stronghold in building and grid 

electrification. We pencil in a revenue/EBITDA/PAT CAGR of 20%/28%/31% over 

FY22-FY24 and maintain BUY with a TP of Rs 3,500, valuing the stock at 57x 

Sep’24E EPS, 25% premium to the 5Y mean.  
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RESULT REVIEW  
 

EQUITY RESEARCH 
 

 

BUY  

TP: Rs 1,900  25% 
KEI INDUSTRIES | Consumer Durables | 24 January 2023 

 

 

  Upbeat numbers 

 
▪ Strong performance in cables aids Q3 topline growth of 14% YoY; EHV 

drag transient 

Vinod Chari | Nilesh Patil 

Tanay Rasal 
research@bobcaps.in 

 
 

 

 

 
 

 

 

Key changes  

 Target Rating  

    
 
 

Ticker/Price KEII IN/Rs 1,514 

Market cap US$ 1.7bn 

Free float 61% 

3M ADV US$ 4.0mn 

52wk high/low Rs 1,662/Rs 951 

Promoter/FPI/DII 37%/27%/19% 

Source: NSE | Price as of 24 Jan 2023 

 
 

 

Key financials 

Y/E 31 Mar FY22A FY23E FY24E 

Total revenue (Rs mn) 57,266 67,599 77,902 

EBITDA (Rs mn) 5,887 6,899 9,325 

Adj. net profit (Rs mn) 3,760 4,387 5,829 

Adj. EPS (Rs) 41.5 48.4 64.3 

Consensus EPS (Rs) 41.5 51.8 64.9 

Adj. ROAE (%) 19.2 18.7 20.6 

Adj. P/E (x) 36.5 31.3 23.6 

EV/EBITDA (x) 23.2 19.9 15.1 

Adj. EPS growth (%) 37.6 16.7 32.9 

Source: Company, Bloomberg, BOBCAPS Research 

Stock performance 

 

Source: NSE 

▪ Sustained EBITDA margin trajectory amid volatile commodity environment; 

11% guidance reiterated for FY24  

▪ FY23/FY24 EPS raised slightly by ~2%; on rollover, our TP stays at  

Rs 1,900 – retain BUY 

 

Growth momentum continues: KEII reported a good Q3FY23 print, with 14% YoY 

topline growth to Rs 17.8bn, ahead of our estimate of Rs 16.7bn, led by strong 20% 

volume growth in the cables business – a major revenue driver. The stainless-steel 

wires and EPC businesses posted YoY revenue contraction of 14% and 8% 

respectively. Pending orders rose 14% QoQ to Rs 3.4bn, and management is thus 

targeting healthy revenue growth of 18-20% in FY23. 

Margins maintained near guided levels: At 10-10.2%, KEII’s EBITDA margin 

trajectory has remained stable in FY23 YTD and close to guided levels of 10.5-11% 

despite inflationary pressures and a lag in commodity price pass-along. In Q3, the 

EPC business recorded a strong EBIT margin of 13% while the cables division was 

largely stable. Management foresees no immediate impact of ongoing raw material 

cost volatility and expects channel inventory to remain at normal levels. 

EHV drag transient in nature: KEII expects to close FY23 with extra-high-voltage 

(EHV) product sales of Rs 3.5bn-4bn vs. Rs 5.1bn in FY22, due to project delays 

stemming from right-of-way issues. Management is, however, confident of scaling 

past Rs 5bn in FY24 based on the current order book. The company foresees no 

medium-term impact from the entry of industry peer – Polycab - into the EHV 

segment due to a long gestation period for the business, and plans to adhere to its 

strategy of bidding for projects with reasonable margins over chasing market share. 

Maintain BUY: We see structural growth drivers for KEII as the margin-accretive 

retail business scales up and as its core cables and EPC businesses benefit from 

sectoral tailwinds in the form of increased private and public capex. We raise our 

FY23/FY24 EPS estimates by ~2% post Q3, but cut EBITDA margin forecasts by 

80bps/20bps. On rolling valuations forward to Dec’24E, our TP remains at Rs 1,900, 

based on 25x EPS – a 9% premium over the recent 5Y high. 
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NOT FOR DISTRIBUTION, DIRECTLY OR INDIRECTLY, IN OR INTO THE UNITED STATES OF AMERICA (“US”) OR IN OR INTO ANY OTHER JURISDICTION 

IF SUCH AN ACTION IS PROHIBITED BY APPLICABLE LAW. 

Disclaimer 

Recommendation scale: Recommendations and Absolute returns (%) over 12 months 

BUY – Expected return >+15%  

HOLD – Expected return from -6% to +15%  

SELL – Expected return <-6% 

Note: Recommendation structure changed with effect from 21 June 2021 

Our recommendation scale does not factor in short-term stock price volatility related to market fluctuations. Thus, our recommendations may not always be strictly 
in line with the recommendation scale as shown above. 

Analyst certification 

Each of the analysts mentioned in this research report certify, with respect to the sections of the report for which they are responsible, that (1) all of the views 
expressed in this report accurately reflect his/her personal views about the subject company or companies and its or their securities, and (2) no part of his/her 
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 BOB Capital Markets Limited (BOBCAPS). 

Important disclosures 

This product is a compilation of previously published research notes. To view the complete report along with the associated Analyst certifications and Company-
specific disclosures, please click on the hyperlink accompanying each excerpt. 

General disclaimers 

BOBCAPS is engaged in the business of Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited and BSE 
Limited and is also a SEBI-registered Category I Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries 
engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.  

BOBCAPS’s activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years. 
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any 
regulatory authority against BOBCAPS affecting its equity research analysis activities. 

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INH000000040 valid till  
03 February 2025. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZ000159332 dated 
20 November 2017. BOBCAPS CIN Number: U65999MH1996GOI098009. 

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or 
derivatives of any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, 
director, or advisory board member of any companies that the analysts cover.  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to 
the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the 
recommendations expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or 
potential conflicts of interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this 
material is provided herein. 

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction We are not soliciting any action based on 
this material. It is for the general information of BOBCAPS’s clients. It does not constitute a personal recommendation or take into account the particular investment 
objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, clients should consider whether it is 
suitable for their particular circumstances and, if necessary, seek professional advice. BOBCAPS research reports follow rules laid down by Securities and 
Exchange Board of India and individuals employed as research analysts are separate from other employees who are performing sales trading, dealing, corporate 
finance advisory or any other activity that may affect the independence of its research reports. 

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any 
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does 
not provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions 
— including those involving futures, options, and other derivatives as well as non-investment-grade securities — that give rise to substantial risk and are not 
suitable for all investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be 
relied on as such. Opinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the 
information discussed in this material, but regulatory, compliance, or other reasons may prevent us from doing so.  

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have 
“long” or “short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add 
to or dispose of any such securities (or investment). We and our affiliates may assume an underwriting commitment in the securities of companies discussed in this 
document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment 
banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies. 

For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of 
the equity shares of the subject company, the holdings of the issuer of the research report is also included. 

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US 
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an 
adverse effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced 
by foreign currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and 
understood the Risk disclosure document before entering into any derivative transactions. 

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS’s prior written consent. 

Other disclosures  

BOBCAPS does not have any financial interest in the subject company. BOBCAPS does not have actual/beneficial ownership of one per cent or more securities in 
the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS is not engaged in any market making activities for the subject company.  
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BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.  

BOBCAPS’s associates may have financial interest in the subject company. BOBCAPS’s associates may hold actual / beneficial ownership of one per cent or more 
securities in the subject company at the end of the month immediately preceding the date of publication of this report. 

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject 
company for any other assignment in the past 12 months. 

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment 
banking services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for 
services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory 
services in a merger or specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking 
or merchant banking or brokerage services from the subject company in the past 12 months. 

Other disclaimers 

BOBCAPS and MAYBANK (as defined below) make no representation or warranty, express or implied, as to the accuracy or completeness of any information 
obtained from third parties and expressly disclaim the merchantability, suitability, quality and fitness of this report. The information in this report has not been 
independently verified, is provided on an “as is” basis, should not be relied on by you in connection with any contract or commitment, and should not be used as a 
substitute for enquiries, procedures and advice which ought to be undertaken by you. This report also does not constitute an offer or solicitation to buy or sell any 
securities referred to herein and you should not construe this report as investment advice. All opinions and estimates contained in this report constitute BOBCAPS’s 
judgment as of the date of this report and are subject to change without notice, and there is no obligation on BOBCAPS or MAYBANK to update this report upon 
issuance. This report and the information contained herein may not be reproduced, redistributed, disseminated or copied by any means without the prior consent of 
BOBCAPS and MAYBANK. 

To the full extent permitted by law neither BOBCAPS, MAYBANK nor any of their respective affiliates, nor any other person, accepts any liability howsoever arising, 
whether in contract, tort, negligence, strict liability or any other basis, including without limitation, direct or indirect, special, incidental, consequential or punitive 
damages arising from any use of this report or the information contained herein. By accepting this report, you agree and undertake to fully indemnify and hold 
harmless BOBCAPS and MAYBANK from and against claims, charges, actions, proceedings, losses, liabilities, damages, expenses and demands (collectively, the 
“Losses”) which BOBCAPS and/or MAYBANK may incur or suffer in any jurisdiction including but not limited to those Losses incurred by BOBCAPS and/or 
MAYBANK as a result of any proceedings or actions brought against them by any regulators and/or authorities, and which in any case are directly or indirectly 
occasioned by or result from or are attributable to anything done or omitted in relation to or arising from or in connection with this report.  

Distribution into the United Kingdom (“UK”): 

This research report will only be distributed in the United Kingdom, in accordance with the applicable laws and regulations of the UK, by Maybank Securities 
(London) Ltd) (“MSL”) who is authorised and regulated by the Financial Conduct Authority (“FCA”) in the United Kingdom (MSL and its affiliates are collectively 
referred to as “MAYBANK”). BOBCAPS is not authorized to directly distribute this research report in the UK.  

This report has not been prepared by BOBCAPS in accordance with the UK’s legal and regulatory requirements.  

This research report is for distribution only to, and is solely directed at, selected persons on the basis that those persons: (a) are eligible counterparties and professional 
clients of MAYBANK as selected by MAYBANK solely at its discretion; (b) have professional experience in matters relating to investments falling within Article 19(5) of 
the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended from time to time (the “Order”), or (c) fall within Article 49(2)(a) to (d) (high 
net worth companies, unincorporated associations, etc. as mentioned in the stated Article) of the Order; (all such persons together being referred to as “relevant 
persons”).  

This research report is directed only at relevant persons and must not be acted on or relied on by any persons who are not relevant persons. Any investment or 
investment activity to which this material relates is available only to relevant persons and will be engaged in only with relevant persons. 

The relevant person as recipient of this research report is not permitted to reproduce, change, remove, pass on, distribute or disseminate the data or make it 
available to third parties without the written permission of BOBCAPS or MAYBANK. Any decision taken by the relevant person(s) pursuant to the research report 
shall be solely at their costs and consequences and BOBCAPS and MAYBANK shall not have any liability of whatsoever nature in this regard. 

No distribution into the US: 

This report will not be distributed in the US and no US person may rely on this communication.  

Other jurisdictions:  

This report has been prepared in accordance with SEBI (Research Analysts) Regulations and not in accordance with local regulatory requirements of any other 
jurisdiction. In any other jurisdictions, this report is only for distribution (subject to applicable legal or regulatory restrictions) to professional, institutional or 
sophisticated investors as defined in the laws and regulations of such jurisdictions by Maybank Securities Pte Ltd. (Singapore) and / or by any broker-dealer affiliate 
or such other affiliate as determined by Malayan Banking Berhad. 

If the recipient of this report is not as specified above, then it should not act upon this report and return the same to the sender.  

By accepting this report, you agree to be bound by the foregoing limitations. 
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