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KEI Industries
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KEI managed to report steady numbers led by strong growth in
its exports, EHV and B2B business. Even with 10 days of lost
sales (Rs1.25bn), revenues remained flat on a yoy basis.

Sales through dealer network was weak during the quarter at -
20.7% yoy as substantial sales happen in the second half of
March

EPC revenues (Ex cables) also declined 25% yoy due to tight
liquidity conditions and lost execution in second half of March.

Margins were under pressure (-134bps yoy) due to lower
contribution of sales through dealers (high margin business) and
loss of sales during lockdown.

Interest expense declined 34.6% yoy and 16.1% yoy due to
repayment of debt from QIP proceeds.

Order inflow during the quarter was weak resulting into a
decline of 27.4% qoq to Rs32.6bn.

KEl is currently operating at 50% utilization levels. It is
witnessing good demand for housing wires from non-metro
areas and from export market.

Receivables have normalized over the last two months as the
company has managed to collect Rs4.7bn

We believe the company would be less impacted compared to
its peer’s due to its product portfolio and high revenue share of
non-metro regions

We cut FY21E/22E estimates by 41.7%/32.9% factoring in the
delay in capex plans and slower recovery in housing wires.

Maintain our Buy rating on the stock with a revised TP of Rs381
(12x FY22E P/E)

Valuations at 9.1x FY22E P/E are quite attractive

Slower recovery in export and domestic cable market

Exhibit 1: Result table

(Rs mn)

Net sales
Operating profit
OPM (%)
Depreciation
Interest

Other income
PBT

Tax

Effective tax rate (%)

Adjusted PAT

Q4FY20 Q4FY19 | %yoy Q3FY20 % qoq
12,585 12,588 (0.0) 13,142 4.2)
1,206 1,376 (12.3) 1,393 (13.4)
9.6 10.9  -134 bps 10.6  -101 bps
(137) (86) 58.9 (141) (2.8)
(277) (423) (34.6) (330) (16.1)
24 37 (35.6) 46 (48.4)
816 903 (9.6) 968 (15.7)
(207) (304) (31.7) (245) (15.3)
254 33.6 - 25.3 -
608 599 15 723 (15.8)

Source: Company, YES Sec - Research
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CON-CALL HIGHLIGHTS

v" Growth was lower by 11-12% due to zero sales (Rs1.25bn of lost sales) in last 10 days of
March’2020 on account of lockdown.

v Substantial sales through dealers happen in the second half of March and that led to a miss
in revenues during the quarter.

v" Volume growth in Cable Division in FY20 was ~18% yoy and 9% yoy in Q4.

v EHV cable saw 130% yoy growth in FY20. Management expects this segment to grow
substantial over next 2-3 years.

v" The company has recently bagged first big order of 400kv of Rs1.5bn from Tamilnadu
Transmission Corporation Limited. The company is now amongst the 5-6 manufacturers
globally having 400kv cable capability. In India, Universal Cables has similar capability.

v It expects orders from metro projects, fertilizers and refineries (HPCL, BPCL, IOCL), railways,
wind and solar. Wind and solar might see some delays in execution. Also, the company is
executing a project for Nuclear Power projects.

v Of the EHV EPC order of Rs7.5bn, 70% is cabling portion. Most of these projects are
executable in 18-20months.

v" Pre-Covid utilization levels - Silvassa was 100% and new Chinchwada plant was just 10%.
Chinchwada plant can produce Rs800-900mn of cables per month.

v" Active working dealers at the end of Q4 stood at 1,650, company is increasing strength by
8-10% every year.

v" Acceptances as on March’2020: Rs7.7bn.

Exports

v" Exports in FY20 was Rs%bn vs Rs5.3bn in FY19, of which Dangote is Rs3.4bn and the
remaining to Rs1.1bn which will be supplied in Q1 FY21.

v" The company expects similar export sales in FY21.

v' Key exports market for the company are Australia, Middle East and through EPC contractors

to Africa and LatAm.

Current situation

v

April saw sales in last 4 days and May saw substantial export and institutional sales. While,
due to lockdown dealers/distributors saw sales in the last 15 days of May.

The company received payment worth Rs1.9bn during April’20 of which Rs1,020mn was
recovered from turnkey projects and cash flow from cables was Rs698mn. In May'20, the
cash inflow of Rs2.7bn.

Many payments were delayed from the dealers/distributors end as their receipts were
delayed form institutional side.

The company is reviewing credit exposure of the dealers and restricting their credit limit for
some time. Few dealers have opted for extension of their moratorium as they did not receive
payments from their counterpart.

The company expect working capital cycle to improve in FY21.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material. 2
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v" All the EPC sites have started and have completed 3-4 projects recently. The company is not
facing any labour issues due to strong relationship with the contractors as KEI have always
cleared all their bills on timely basis.

Near term outlook

v" Management expects cable segment to do better than wires. Wires sales will be impacted on
account of real estate weakness, however, tier 2 and 3 towns wires sales from dealers have
seen offtake in May.

v The company has delayed its capex plans due to the current uncertain times. The company
would revive the situation in H2 on its capex plans.

v" Current cable capacities can add 15% more revenues to FY20 levels. In the housing wire
segment, the company has doubled its capacity in FY20. Further via debottlenecking with
minimal capex the company can expand its capacity by 5%.

v" Due to change in sales mix more towards cables segment in FY21, margin could be impacted
by 50bps.

v A&P- The company will not do any spends in H1 FY21 and post that will review the situation
and take the decision.

v' Gross debt would be Rs2.5-3bn in FY21, if the company do not incur any major capex.

Exhibit 2: Cost analysis

As a % of net sales Q4 FY20 Q4 FY19 bps yoy Q3 FY20 bps qoq
Material costs 72.6 731 (51) 72.6 (6)
Personnel Costs 4.8 3.8 102 4.5 28
Other overheads 131 12.2 84 12.3 80
Total costs _ 90.4 ] 89.1 _ 134 ] 89.4 _ 101

Source: Company, YES Sec - Research

Exhibit 3: Product-wise performance

(Rs mn) Q4FY20  Q4FY19 | %yoy Q3FY20 % qoq FY20 FY19 % yoy
LT Power/Rubber cable 5,920 4710 25.7 5,330 11.1 20,410 16,340 24.9
HT Power Cable 1,340 1,950 (31.3) 2,120 (36.8) 6,730 7,120 (5.5)
EHV Cable 1,270 940 35.1 1,350 (5.9) 4,350 1,890 130.2
HW / WW 1,900 2,220 (14.4) 2,230 (14.8) 8,520 8,190 40
Total cable & Wires 10,430 9,820 6.2 11,030 (5.4) 40,010 33,540 19.3
SS Wire 400 370 8.1 330 21.2 1,370 1,370 0.0
EPC 1,860 2,470 (24.7) 1,820 2.2 7,640 7,300 47
Total revenue 12,690 12,660 0.2 13,180 (3.7) 49,020 42,210 161
Exports 2,260 1,170 93.2 2,720 (16.9) 7270 5890 234

Source: Company, YES Sec - Research
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Exhibit 4: Segmental performance

(Rs mn)

Revenues

Cables

Stainless Steel wire
Turnkey Projects
Net Sales

EBIT

Cables

Stainless Steel wire
Turnkey Projects
Total EBIT

EBIT Margins (%)
Cables

Stainless Steel wire
Turnkey Projects
Blended

Q4 FY20 Q4 FY19 % yoy
10,332 9,748 6.0
393 371 5.8
3,701 3,865 (4.2)
14,426 13,984 3.2
1,149 1,079 6.5
42 10 313.0
409 438 (6.7)
1,600 1,528 4.7
bps yoy

111 111 5
10.8 2.8 801
11.0 11.3 (30)
111 10.9 17

% qoq

(6.0)
20.7
(7.1)
(5.7)

(13.0)

209.7

(12.5)
(11.2)
bps qoq
(89)
658
(68)
(68)

FY20 FY19 % yoy
39,859 33,636 18.5
1,375 1,370 0.4
13,967 10,333 35.2
55,201 45,339 21.8
4,414 3,664 20.4
88 91 (3.7)
1,637 1,422 15.1
6,138 5,178 18.6
bps yoy

111 10.9 18
6.4 6.6 (27)
11.7 13.8 (204)
111 114 (30)

Source: Company, YES Sec - Research

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.

Exhibit 5: Orderbook stood at Rs32.6bn as on 02 June’ 2020

mEPC

mEHV

m Cable

= Exports

Source: Company, YES Sec - Research
Exhibit 6: Financial Summary (Consolidated)
FY19 FY21E FY22E

Revenues 35,122 42,310 43,901 50,336
yoy growth (%) 31.5 20.5 (10.2) 14.7
Operating profit 3,860 4,406 4,269 5,162
OPM (%) 11.0 104 9.7 10.3
Reported PAT 1,919 1,808 2,118 2,844
yoy growth (%) 95.2 (5.8) (17.4) 34.3
EPS (Rs) 24.5 22.9 23.7 31.8
P/E (x) 11.8 12.7 12.3 9.1
Price/Book (x) 2.9 1.5 1.3
EV/EBITDA (x) 6.1 5.9 4.8
Net Debt/Equity (x) 0.5 (0.0) (0.1)
RoE (%) 35.6 26.1 13.2 15.5
RoCE (%) 27.6 29.3 20.1 22.9

Source: Company, YES Sec - Research
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DISCLAIMER

Investments in securities market are subject to market risks, read all the
related documents carefully before investing.

The information and opinions in this report have been prepared by YSL and
are subject to change without any notice. The report and information
contained herein are strictly confidential and meant solely for the intended
recipient and may not be altered in any way, transmitted to, copied or
redistributed, in part or in whole, to any other person or to the media or
reproduced in any form, without prior written consent of YSL.

The information and opinions contained in the research report have been
compiled or arrived at from sources believed to be reliable and have not
been independently verified and no guarantee, representation of warranty,
express or implied, is made as to their accuracy, completeness, authenticity
or validity. No information or opinions expressed constitute an offer, or an
invitation to make an offer, to buy or sell any securities or any derivative
instruments related to such securities. Investments in securities are subject
to market risk. The value and return on investment may vary because of
changes in interest rates, foreign exchange rates or any other reason.
Investors should note that each security's price or value may rise or fall and,
accordingly, investors may even receive amounts which are less than
originally invested. The investor is advised to take into consideration all risk
factors including their own financial condition, suitability to risk return
profile and the like, and take independent professional and/or tax advice
before investing. Opinions expressed are our current opinions as of the date
appearing on this report. Investor should understand that statements
regarding future prospects may not materialize and are of general nature
which may not be specifically suitable to any particular investor. Past
performance may not necessarily be an indicator of future performance.
Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and
trading turnover charts of securities or its derivatives, as opposed to
focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates
accept no liabilities for any loss or damage of any kind arising out of the use
of this report. 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 YSL and associates 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.

DISCLOSURE OF INTEREST

Name of the Research Analyst : Tarang Bhanushali, Rahul Jain

The analyst hereby certifies that opinion expressed in this research report
accurately reflect his or her personal opinion about the subject securities and
no part of his or her compensation was, is or will be directly or indirectly
related to the specific recommendation and opinion expressed in this research
report.

Particulars Yes/No

Sr.
No.
Research Analyst or his/her relative’s or YSL’s financial

interest in the subject company(ies) No

Research Analyst or his/her relative or YSL's
actual/beneficial ownership of 1% or more securities of
2 the subject company(ies) at the end of the month No
immediately preceding the date of publication of the
Research Report

Research Analyst or his/her relative or YSL has any other
3 material conflict of interest at the time of publication of No
the Research Report

Research Analyst has served as an officer, director or
employee of the subject company(ies)

YSL has received any compensation from the subject
company in the past twelve months

YSL has received any compensation for investment
6 banking or merchant banking or brokerage services from No
the subject company in the past twelve months

YSL has received any compensation for products or
services other than investment banking or merchant
banking or brokerage services from the subject company
in the past twelve months

YSL has received any compensation or other benefits from
8 the subject company or third party in connection with the No
research report

YSL has managed or co-managed public offering of
9 securities for the subject company in the past twelve No
months

Research Analyst or YSL has been engaged in market

iy making activity for the subject company(ies)

No

Since YSL and its associates are engaged in various businesses in the financial
services industry, they may have financial interest or may have received
compensation for investment banking or merchant banking or brokerage
services or for any other product or services of whatsoever nature from the
subject company(ies) in the past twelve months or associates of YSL may have
managed or co-managed public offering of securities in the past twelve
months of the subject company(ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or
other material conflict of interest in the securities discussed herein.

YES Securities (India) Limited

Registered Address: Unit No. 602 A, 6th Floor, Tower 1 & 2,
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RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the
current market price and the estimated target price. Depending on the expected returns, the
recommendations are categorized as mentioned below. The performance horizon is 12 to 18
months unless specified and the target price is defined as the analysts’ valuation for a stock. No
benchmark is applicable to the ratings mentioned in this report.

BUY: Potential return >15% over 12 months

ADD: Potential return +5% to +15% over 12 months
REDUCE: Potential return -10% to +5% over 12 months
SELL: Potential return <-10% over 12 months

NOT RATED / UNDER REVIEW

ABOUT YES SECURITIES (INDIA) LIMITED

YES Securities (India) Limited (“YSL") is a wholly owned subsidiary of YES BANK LIMITED. YSL is
a SEBI registered stock broker holding membership of NSE, BSE and MCX. YSL is also a SEBI
registered Category | Merchant Banker, Investment Adviser and a Research Analyst. YSL offers,
inter alia, trading/investment in equity and other financial products along with various value
added services. We hereby declare that there are no disciplinary actions taken against YSL by
SEBI/Stock Exchanges.

For important information about YES Securities (India) Ltd. and other disclosures, refer to the end of this material.



