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Execution momentum to drive performance

JKIL Q1FY19 revenue grew 49.2% YoY to 36.2bn led by robust execution
primarily in its metro and JNPT projects. It's JV revenue of I400mn added
at standalone as per Ind AS 111 primarily from Delhi metro project. EBITDA
margin up 89bps YoY to 16.2% (95bps below estimate) led by lower
employee costs and other expenses which was partially offset by rise in raw
material cost. PAT grew sharply 55.7% YoY to I402mn driven by better
operating performance, despite sizeable rise in depreciation, interest cost
and decline in other income.

Orderbook at 4.2x, enhances revenue visibility

JKIL has already started executing all Mumbai metro projects totaling
$67.2bn in Mumbai. The revenue contribution from Metro segment stands at
67% (total T4.1bn: T400mn — Delhi metro, ¥1.0bn — Line 2 & 7,32.5bn — Line
3) in Q1FY19. We believe metro revenue would contribute more than 60%
share in FY19E and FY20E.

The current order book of ¥83.2bn provides multi-year revenue visibility.
Moreover, JKIL won projects worth ¥28.1bn (includes ¥8.7bn - Mumbai
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Downside risk to our valuation

Delay in execution in the transportation segment: More than 88% of
JKIL’s order book is concentrated in its transportation segment (primarily metro).
Significant execution delays either from the client's end or due to regulatory
bottlenecks could negatively impact the company’s revenue and profitability.

Exhibit 1: Q1FY19 Performance (Standalone)

Y/E Mar & mn) Q1FY19 QIFY18 YoY (%) Q4FY18 QoQ (%) FY18 FY17 YoY (%)
Total revenue 6,184 4,145 49.2 9,023 (31.5) 20,507 16,043 27.8
(Inc)/dec in stock 153 (600) - (190) - (917) (934) -
Material consumption 3,746 2,801 33.8 5,942 (37.0) 13,004 10,594 22.8
Employees cost 505 379 333 677 (25.5) 1,971 1,267 55.6
Other Expenses 780 932 (16.3) 1,400 (44.2) 3,237 2,611 24.0
Operating expenditure 5,185 3,512 47.6 7,829 (33.8) 17,295 13,537 27.8
EBITDA 1,000 633 57.9 1,194 (16.3) 3,212 2,506 28.2
Depreciation 250 162 54.1 218 14.3 727 556 30.7
Operating profit 750 471 59.3 976 (23.2) 2,485 1,949 275
Other income 63 77 (17.3) 99 (35.9) 285 311 (8.3)
EBIT 813 547 48.6 1,075 (24.3) 2,770 2,260 225
Interest 215 154 39.7 212 13 703 662 6.3
EBT 598 393 52.0 863 (30.7) 2,067 1,598 29.3
Tax 196 135 45.1 315 (37.6) 701 525 335
Reported netincome 402 258 55.7 548 (26.6) 1,366 1,073 27.2
EPS ) 53 3.4 55.7 7.2 (26.6) 18.0 14.2 27.2

bps bps bps
EBIDTA Margin (excl. O.1.) 16.2 15.3 89 13.2 293 15.7 15.6 4
EBIDTA Margin (incl. O.1.) 17.2 17.1 7 14.3 286 17.1 17.6 (50)
NPM (%) 6.4 6.1 32 6.0 43 6.6 6.6 0
Tax/PBT (%) 32.8 34.4 (156) 36.5 (368) 33.9 32.9 107
Material cost/sales (%) 63.1 53.1 995 63.7 (69) 58.9 60.2 (227)
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Exhibit 2: ¥ 83.2bn order book break up Exhibit 3: Order book trend
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Income Statement (Standalone)

Cash Flow (Standalone)

Particulars @ mn) Marl7 Marl8 Marl9E Mar20E  Particulars @ mn) Marl7 Marl8E Marl9E Mar20E
Revenue 16,043 20,507 24,098 30,226 Profit before tax 1,548 2,067 2,494 3,375
Growth (%) 13.9 27.8 17.5 25.4 Depreciation 556 727 996 1,090
Total Expenditure 13,537 17,295 20,002 25,088 Finance cost 659 703 850 880
Material consumption 9,659 12,087 14,025 17,833  Other income (226) (285) (243) (206)
Employees cost 1,267 1,971 2,362 2,871  Others (42) 27 0 0
Other Expenses 2,611 3,237 3,615 4,383  Direct taxes paid (509) (597) (793) (1,084)
Other Income 311 285 243 206  Change in Working Capital 623 (93) (2,925) (2,650)
EBIDTA (Excl. Ol) 2,506 3,212 4,097 5,138 (A) CF from Operations 2,610 2,549 379 1,404
Growth (%) 0.9 28.2 275 25.4  Capex (1,399) (3,361) (1,250) (1,000)
EBIDTA (Incl. Ol) 2,817 3,497 4,339 5,345 Free Cash Flow to Firm 1,210 (813) (871) 404
Depreciation 556 727 996 1,090 Inc./ (Dec.) in Investments 2,067 (147) 147 0
EBIT 2,260 2,770 3,344 4,255  Others 226 285 243 206
Interest 662 703 850 880 (B) CF from Investments 893 (3,223) (860) (794)
Profit Before Tax 1,598 2,067 2,494 3,375 Issue of Equity/ Preference 0 0 0 0
Tax 525 701 823 1,114  Inc./(Dec.) in Debt 830 1,431 1,185 (50)
Net Profit 1,073 1,366 1,671 2,261  Interest exp net (658) (703) (850) (880)
Adjustments 0 0 0 0  Dividend Paid (Incl. Tax) (182) a77) a77) a77)
Adj. Net Profit 1,073 1,366 1,671 2,261 (C) CF from Financing (10) 551 158 (1,107)
Growth (%) 9.0 27.2 22.4 35.3  Net Change in Cash 3,493 (123) (323) (496)
Opening Cash balances 1,736 5,229 5106 4,782
Balance Sheet (Standalone) Closing Cash balances 5229 5106 4,782 4,286
Particulars & mn) Marl7 Marl8 Marl9E Mar20E
Sources of Funds Important Ratios
Equity Capital 378 378 378 378  Particulars Marl7 Marl8 Marl9E Mar20E
Reserves 13,530 14,709 16,203 18,287  (A) Measures of Performance (%)
Net Worth 13,908 15,088 16,581 18,666 EBIDTA Margin (excl. O.1.) 15.6 15.7 17.0 17.0
Long Term Loans 335 1,134 1,034 934  EBIDTA Margin (incl. O.1.) 17.6 17.1 18.0 17.7
Short Term Loans 4,033 4,666 5,951 6,001 EBIT Margin 14.1 13.5 13.9 14.1
Loan Funds 4,368 5,800 6,985 6,935  Interest/EBIT 29.3 254 254 20.7
Deferred Tax Liability 184 289 319 349 Tax/PBT 32.9 33.9 33.0 33.0
Total Capital Employed 18,461 21,176 23,885 25,949 Net Profit Margin 6.7 6.7 6.9 7.5
Applications of Funds (B) As Percentage of Net Sales
Gross Block 6,162 8,974 11,344 12,344 Material consumption 60.2 58.9 58.2 59.0
Less: Accumulated Dep. 1,048 1,813 2,809 3,898 Employees cost 7.9 9.6 9.8 9.5
Net Block 5,115 7,161 8,535 8,446 Other Expenses 16.3 15.8 15.0 14.5
Capital Work in Progress 712 1,262 142 142 (C) Measures of Financial Status
Investments 3 150 3 3 Debt / Equity (X) 0.3 0.4 0.4 0.4
Current Assets, Loans & Advances Interest Coverage (x) 3.4 3.9 3.9 4.8
Inventories 6,436 8,143 9,639 12,090 Average Cost of Debt (%) 16.7 16.7 0.0 0.0
Sundry Debtors 4,861 5,288 6,266 7,859  Debtors Period (days) 111 94 95 95
Cash and Bank Balance 5,229 5,106 4,782 4,286  Closing stock (days) 146 145 146 146
Loans and Advances 106 160 180 226  Working Capital (days) 287 227 230 210
Other Current Assets 5,169 6,346 7,698 9,656  Fixed Assets Turnover (x) 2.6 2.3 2.1 2.4
sub total 21,803 25,042 28,566 34,117 (D) Measures of Investment
Less: Current Liabilities & Provisions Diluted EPS ®) 14.2 18.0 22.1 29.9
Current Liabilities 9,169 12,439 13,361 16,759 CEPS () 58.6 75.3 959 1205
Provisions 3 0 0 0 DPSQR® 2.0 2.0 2.0 2.0
sub total 9,172 12,439 13,361 16,759  Book Value ) 183.8 199.4 2191  246.7
Net Current Assets 12,631 12,603 15,205 17,358  ROANW (%) 8.0 9.4 10.6 12.8
Total Assets 18,461 21,176 23,885 25,949 ROACE (%) 12.9 14.0 14.8 17.1
E — Estimates ROAIC (%) 17.1 19.0 19.1 20.9
(E) Valuation Ratios
CMP ) 228 228 228 228
P/E (x) 16.1 12.6 10.3 7.6
Market Cap. (X Mn) 17,256 17,256 17,256 17,256
MCap/ Sales (x) 1.1 0.8 0.7 0.6
EV (X Mn) 17,726 17,172 18,704 19,681
EV/Sales (x) 11 0.8 0.8 0.7
EV/EBDITA (x) 7.1 5.3 4.6 3.8
P/BV (x) 12 11 1.0 0.9
FCFE Yield (%) 8.0 (0.5) (3.1) (3.0)
Dividend Yield (%) 0.9 0.9 0.9 0.9

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)
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securities held by a research analyst account.
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6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange
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