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Triveni Turbine (TRIV IN)

Rating: BUY | CMP: Rs69 | TP: Rs85

Strong margins led by cost rationalization
Quick Pointers:

" In 2Q, the aftermarket order inflow increased by 41% YoY led by increased
volume of spares and refurbishment.

"  Margins came in 26.7% led by higher share of exports in sales mix, lower raw
material cost and reduction in overhead cost.

Triveni Turbine Ltd (TRIV) reported decent performance on account of better
product mix and cost rationalization measures. Margins came in strong at
26.7% driven by higher share of exports in sales mix, lower raw material cost
and reduction in overhead cost. Order inflows declined by 16% YoY largely
impacted on account of pandemic. However, exports market’s reported
growth of 6% YoY in Ol driven mainly from Europe, Middle East, South and
Central America. Order backlog remained subdued at ~Rs6.7bn. Enquiry
pipeline (~up 30% YoY in 1HFY21) continues to remain strong both in
domestic and exports market. Within exports markets, demand is expected
to be driven by renewable sector mainly from the Biomass and Waste-to-
Energy projects. In the domestic product market good traction has been
witnessed from Sugar cogeneration including distillery, Biomass IPP, food
processing and waste heat recovery segments.

Going ahead, management expects recovery to be gradual as uncertainty due
to pandemic continues and expects revenue decline of 10-15% for FY21E. We
believe, company’s strong margin profile, lean working capital, healthy cash
flows & balance sheet and long term growth prospects (~diversification in
new types of turbines) will support its valuation and long term growth
prospects. Given strong 1HFY?21 performance and expectation of cost control
measures to sustain, we have revised our earnings upwards by
2.5%/2.4%/2.9% for FY21E/FY22E/FY23E. The stock is currently trading at
28.3x/18.5x FY21E/FY22E. We maintain BUY with a TP of Rs85 (earlier TP of
Rs83).

Strong margins led by cost control measures: Consol sales came in line with
our estimates at ~Rs1.85bn (down 25% YoY) vs (PLe ~Rs1.8bn) largely impacted
due to weak economic environment. EBITDA decreased by 6% YoY to Rs496mn
(PLe ~Rs-273mn) with EBITDA margins expanding by 530bps coming in at 26.7%
v/s 21.4% in 2QFY20 on account of lower RM, lower employee (down 22% YoY)
and other expenses (down, 21% YoY). PBT (including exception item) decreased
by 44% YoY on back of lower other income and exceptional item of Rs185mn on
account of VRS. Adj.PAT came in at Rs244mn (PLe ~Rs184mn), down 51% YoY.

Ol expected to improve from 2H: OB declined by 3% YoY to Rs6.7bn as on
2QFY21. Ol during decreased by 16% YoY led by delay in order finalization
specially in domestic market. Within domestic markets renewable, waste to heat
recovery and process co-generation segments witnessed strong enquiry levels. In
exports market, renewable sector from the Biomass and Waste-to-Energy projects,
paper, process, sugar co-gen and palm oil would be key demand driver.
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Exhibit 1: Higher sales from exports, lower RM cost and lower O/H cost boosts margins (Rs mn)

Y/e March Q2FY20 Q3FY20 Q4FY20 QIFY21 Q2FY21 YOY(E,’/:)' QOQ(‘;?/;)' 1HFY21 1HFY20 YOY(%
Revenue 2,473 2,030 1,539 1,652 1,853 (25.1) 12.2 3,505 4,610 (24.0)
Total Revenues 2,473 2,030 1,539 1,652 1,853 (25.1) 12.2 3,505 4,610 (24.0)
Expenditure 1,944 1,618 1,360 1,265 1,358 (30.2) 7.3 2,623 3,643 (28.0)
as % of sales 78.6 79.7 88.4 76.6 73.3 74.8 79.0
Consumption of RM 1,310 1,057 835 864 858 (34.5) 0.7) 1,722 2,519 (31.6)
as % of sales 53.0 52.1 54.2 52.3 46.3 49.1 54.6
Employee Cost 268 250 253 217 209 (21.9) (3.9) 426 513 (16.8)
as % of sales 10.8 12.3 16.5 13.2 11.3 12.2 11.1
Other expenditure 367 311 272 184 290 (20.8) 58.1 474 612 (22.5)
as % of sales 14.8 15.3 17.7 11.1 15.7 135 13.3
EBITDA 529 412 179 387 496 (6.3) 28.2 882 966 (8.7)
Depreciation 51 50 49 51 52 0.6 2.0 102 101 1.1
EBIT 478 362 130 336 444 (7.1) 32.2 780 865 (9.8)
Other Income 53 29 34 47 48 (9.1) 1.9 95 83 13.3
Interest 9 7 8 3 2 (76.1) (30.0) 5 18 (72.3)
PBT 521 384 155 380 490 (6.1) 28.9 869 930 (6.5)
Total Tax 61 101 42 93 73 20.4 (21.0) 166 198 (16.3)
Adjusted PAT 461 282 113 287 416 (9.6) 45.0 703 732 (3.9)
(Profit)/loss from JV's/Ass/MI 42 12) 25 (15) 13 - - 2) 7 -
PAT after M 502 271 138 273 429 (14.6) 57.5 702 809 (13.3)
Extra ordinary items - - - - 185 - - 185 - -
Reported PAT 502 271 138 273 614 22.3 125.4 887 809 9.6
Adjusted EPS 1.6 0.8 0.6 2.4 2.2 39.4 (10.5) 4.6 25 83.2
Margins (%) Q2FY20 Q3FY20 Q4FY20 QI1FY21 Q2FY21 bps bps 1HFY21 1HFY20 bps
EBIDTA 21.4 20.3 11.6 23.4 26.7 535 334 25.2 21.0 421
EBIT 19.3 17.8 8.4 20.3 24.0 464 362 22.2 18.8 349
EBT 21.1 18.9 10.1 23.0 26.4 533 343 24.8 20.2 463
PAT 20.3 13.3 9.0 16.5 33.1 1,284 1,665 25.3 17.6 774
Effective Tax rate 11.7 26.4 27.3 24.4 15.0 329 (943) 19.1 21.3 (222)
Source: Company, PL
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Conference Call Highlights:

During 2Q, the company’s revenues mix in terms of Domestic/ Export sales
stood at 48:52 v/s 57:43 in Q2FY20.

The company reported robust EBITDA margins of 26.7% (expanded by 530bps
YoY) on account of higher share of exports, lower RM cost and significant
reduction in O/H cost. Going ahead, management expects most of the cost
control measures to sustain and margin to be in the range of 20-22%. However,
some other expense such as travel are expected to rise in future..

Further, the company has incurred one-time cost of Rs185mn on account of
VRS expense (~61 employees) as a part of its strategy to focus on higher
automation and rely on outsourcing leading to higher efficiency and lower
employee cost.

Pickup in order inflows has been witnessed on sequential basis in domestic
market from sectors such as process co-gen mainly distillery, sugar, cement,
chemicals & fertilizers and paper & pulp. Management is witnessing healthy
enquiry levels (up ~30% over 1HFY20) and expects conversion to happen as
travel restriction are getting eased.

In the export markets, Ol has been healthy from Europe, Middle East,
Turkey, South & Central America regions primarily driven by demand in MSW
based IPP, Biomass and sugar cogen segments. Enquiry level continues to
remain healthy however the company is facing lot of hindrance due to
travel restrictions and transportation challenges. Management expects
renewable sector from the Biomass and Waste-to-Energy projects, paper,
process, sugar co-gen and palm oil to be key demand drivers going ahead.

Aftermarket segment reported a 41% growth in 2QFY21 led by increased
volume of spares and refurbishment market. As demand continues to remain
healthy for refurbishment from the domestic market, management expects
healthy growth in this segment.

Management has guided recovery to be gradual as uncertainty due to
pandemic continues and expects revenue to decline 10-15% for FY21.
However, on account of cost control measures such lower administration
expense, focus towards higher automation, lower employee cost etc.
management expects margins to improve to 20-22% vs average 20.5% over
last 5 years.
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Financials

Income Statement (Rs m)

Balance Sheet Abstract (Rs m)

Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
Net Revenues 8,179 7,338 9,007 10,281 Non-Current Assets
YoY gr. (%) (2.6) (10.3) 22.8 14.1
Cost of Goods Sold 4,411 3,742 4,880 5,570 Gross Block 3,153 3,353 3,553 3,753
Gross Profit 3,768 3,595 4,127 4,711 Tangibles 3,153 3,353 3,553 3,753
Margin (%) 46.1 49.0 45.8 45.8 Intangibles - - - -
Employee Cost 1,016 954 1,216 1,388
Other Expenses 768 660 901 1,028 Acc: Dep / Amortization 727 941 1,169 1,409
Tangibles 727 941 1,169 1,409
EBITDA 1,557 1,647 1,601 1,827 Intangibles - - - -
YoY gr. (%) 2.9 5.8 (2.8) 14.1
Margin (%) 19.0 225 17.8 17.8 Net fixed assets 2,426 2,412 2,384 2,344
Tangibles 2,426 2,412 2,384 2,344
Depreciation and Amortization 201 215 227 240 Intangibles - - - -
EBIT 1,356 1,433 1,373 1,587 Capital Work In Progress 111 111 111 111
Margin (%) 16.6 19.5 15.2 15.4 Goodwill - - - -
Non-Current Investments 238 334 705 987
Net Interest 33 35 37 39 Net Deferred tax assets (72) (72) (72) (72)
Other Income 146 147 198 226 Other Non-Current Assets 70 73 90 103
Profit Before Tax 1,468 1,544 1,535 1,774 Current Assets
Margin (%) 18.0 21.0 17.0 17.3 Investments 1,295 1,295 1,295 1,295
Inventories 1,727 1,709 2,098 2,394
Total Tax 342 386 384 444 Trade receivables 1,253 1,910 2,344 2,676
Effective tax rate (%) 23.3 25.0 25.0 25.0 Cash & Bank Balance 684 638 712 1,206
Other Current Assets 376 440 495 565
Profit after tax 1,127 1,158 1,151 1,331 Total Assets 8,222 8,963 10,284 11,738
Minority interest - - - -
Share Profit from Associate 91 - - - Equity
Equity Share Capital 323 323 323 323
Adjusted PAT 1,218 1,158 1,151 1,331 Other Equity 4,978 5,857 6,729 7,738
YoY gr. (%) 215 (4.9) (0.6) 15.6 Total Networth 5,302 6,180 7,052 8,061
Margin (%) 14.9 15.8 12.8 12.9
Extra Ord. Income / (Exp) - - - - Non-Current Liabilities
Long Term borrowings 0 0 0 0
Reported PAT 1,218 1,158 1,151 1,331 Provisions - - - -
YoY gr. (%) 215 (4.9) (0.6) 15.6 Other non current liabilities - - - -
Margin (%) 14.9 15.8 12.8 12.9
Current Liabilities
Other Comprehensive Income - - - - ST Debt / Current of LT Debt 10 10 10 10
Total Comprehensive Income 1,218 1,158 1,151 1,331 Trade payables 617 603 740 845
Equity Shares O/s (m) 323 323 323 323 Other current liabilities 2,222 2,098 2,410 2,751
EPS (Rs) 3.8 3.6 3.6 4.1 Total Equity & Liabilities 8,222 8,963 10,284 11,738
Source: Company Data, PL Research Source: Company Data, PL Research
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Cash Flow (Rs m)

Key Financial Metrics

Y/e Mar FY20 FY21E FY22E FY23E Y/e Mar FY20 FY21E FY22E FY23E
PBT 1,559 1,544 1,535 1,774 Per Share(Rs)
Add. Depreciation 201 215 227 240 EPS 3.8 3.6 3.6 4.1
Add. Interest 33 35 37 39 CEPS 4.4 4.2 4.3 4.9
Less Financial Other Income 146 147 198 226 BVPS 16.4 19.1 21.8 24.9
Add. Other (97) - - - FCF 5.4 11 2.3 35
Op. profit before WC changes 1,697 1,794 1,799 2,053 DPS 0.9 0.9 0.9 1.0
Net Changes-WC 594 (848) (459) (275) Return Ratio(%)
Direct tax 414 386 384 444 RoCE 28.1 24.9 20.7 21.0
Net cash from Op. activities 1,877 560 956 1,335 ROIC 36.6 28.1 22.3 23.5
Capital expenditures (115) (200) (200) (200) RoE 25.3 20.2 17.4 17.6
Interest / Dividend Income 2 - - - Balance Sheet
Others (1,175) (90) (367) (280) Net Debt : Equity (x) (0.4) (0.3) (0.3) (0.3)
Net Cash from Invt. activities (1,288) (290) (567) (480) Net Working Capital (Days) 106 150 150 150
Issue of share cap. / premium - - - - Valuation(x)
Debt changes 11 - - - PER 18.2 19.2 19.3 16.7
Dividend paid (182) (280) (279) (322) P/B 4.2 3.6 3.1 2.8
Interest paid (33) (35) (37) (39) PICEPS 15.7 16.2 16.1 141
Others (5) - - - EV/EBITDA 13.0 123 12.6 10.8
Net cash from Fin. activities (209) (315) (315) (361) EV/Sales 25 2.8 2.2 1.9
Net change in cash 380 (46) 74 494 Dividend Yield (%) 13 13 13 14
Free Cash Flow 1,762 360 756 1,135 Source: Company Data, PL Research
Source: Company Data, PL Research
Quarterly Financials (Rs m)
Y/e Mar Q3FY20 Q4FY20 Q1FY21 Q2FY21
Net Revenue 2,030 1,539 1,652 1,853

YoY gr. (%) (3.9 (35.8) (22.7) (25.1)
Raw Material Expenses 1,057 835 864 858
Gross Profit 973 704 788 995

Margin (%) 47.9 45.8 477 53.7
EBITDA 412 179 387 496

YoY gr. (%) 14.8 (55.3) (11.6) (6.3)

Margin (%) 20.3 11.6 23.4 26.7
Depreciation / Depletion 50 49 51 52
EBIT 362 130 336 444

Margin (%) 17.8 8.4 20.3 24.0
Net Interest 7 8 3 2
Other Income 29 34 a7 48
Profit before Tax 384 155 380 304

Margin (%) 18.9 10.1 23.0 16.4
Total Tax 101 42 93 73

Effective tax rate (%) 26.4 27.3 24.4 24.1
Profit after Tax 282 113 287 231
Minority interest - - - -
Share Profit from Associates (12) 25 (15) 13
Adjusted PAT 271 138 273 244

YoY gr. (%) 18.6 (51.3) (11.2) (51.4)

Margin (%) 13.3 9.0 16.5 13.2
Extra Ord. Income / (Exp) - - - -
Reported PAT 271 138 273 244

YoY gr. (%) 18.6 (51.3) (11.2) (51.4)
Margin (%) 13.3 9.0 16.5 13.2
Other Comprehensive Income - - - -
Total Comprehensive Income 271 138 273 244
Avg. Shares O/s (m) 323 323 323 113
EPS (Rs) 0.8 0.4 0.8 22
Source: Company Data, PL Research
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Price Chart Recommendation History

R No. Date Rating TP (Rs.) Share Price (Rs.)
150 1 08-Oct-20  BUY 83 72
125 2 06-Aug-20 BUY 83 64
3 08-Jul-20  BUY 83 75
100 4 15-Jun-20 BUY 83 68
74 5 16-Apr-20 BUY 109 66
6 04-Feb-20 BUY 130 100
* 5 3 3 3’. ] & Q 7 03-Jan-20  Accumulate 142 97
g g g g 8 g 8 8 07-Nov-19  Accumulate 142 104
Analyst Coverage Universe
Sr.No. Company Name Rating TP (Rs) Share Price (Rs)
1 ABB Hold 874 877
2 Ahluwalia Contracts (India) BUY 288 231
3 Ashoka Buildcon BUY 147 64
4 Bharat Electronics Hold 99 94
5 BHEL Hold 34 28
6 Capacite's Infraprojects BUY 162 120
7 Container Corporation of India BUY 468 386
8 Cummins India Accumulate 472 434
9 Engineers India BUY 104 64
10 GE T&D India Hold 86 89
11 H.G. Infra Engineering BUY 259 185
12 IRB Infrastructure Developers BUY 152 112
13 ITD Cementation India BUY 67 50
14 J.Kumar Infraprojects BUY 176 109
15 Kalpataru Power Transmission BUY 276 238
16 KEC International BUY 333 345
17 KNR Constructions BUY 305 257
18 Larsen & Toubro BUY 1,284 935
19 NCC BUY 83 34
20 PNC Infratech BUY 219 164
21 Power Grid Corporation of India BUY 205 170
22 Sadbhav Engineering BUY 87 52
23 Siemens BUY 1,402 1,275
24 Thermax Accumulate 798 719
25 Triveni Turbine BUY 83 72
26 Voltamp Transformers BUY 1,244 988
PL’s Recommendation Nomenclature (Absolute Performance)
Buy . >15%
Accumulate : 5% to 15%
Hold © +5% to -5%
Reduce : -5%to -15%
Sell : <-15%
Not Rated (NR) : No specific call on the stock
Under Review (UR) : Rating likely to change shortly
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ANALYST CERTIFICATION

(Indian Clients)

Wel/l, Mr. Viral Shah- BE Chemical Engineering, MBA Finance, Ms. Khushboo Parekh- MBA 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.

(US Clients)

The research analysts, with respect to each issuer and its securities covered by them in this research report, certify that: All of the views expressed in this research report accurately
reflect his or her or their personal views about all of the issuers and their securities; and No part of his or her or their compensation was, is or will be directly related to the specific
recommendation or views expressed in this research report.

DISCLAIMER
Indian Clients

Prabhudas Lilladher Pvt. Ltd, Mumbai, India (hereinafter referred to as “PL”) is engaged in the business of Stock Broking, Portfolio Manager, Depository Participant and distribution for
third party financial products. PL is a subsidiary of Prabhudas Lilladher Advisory Services Pvt Ltd. which has its various subsidiaries engaged in business of commaodity broking,
investment banking, financial services (margin funding) and distribution of third party financial/other products, details in respect of which are available at www.plindia.com.

This document has been prepared by the Research Division of PL and is meant for use by the recipient only as information and is not for circulation. This document is not to be reported
or copied or made available to others without prior permission of PL. It should not be considered or taken as an offer to sell or a solicitation to buy or sell any security.

The information contained in this report has been obtained from sources that are considered to be reliable. However, PL has not independently verified the accuracy or completeness
of the same. Neither PL nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information, statements and opinion given, made
available or expressed herein or for any omission therein.

Recipients of this report should be aware that past performance is not necessarily a guide to future performance and value of investments can go down as well. The suitability or
otherwise of any investments will depend upon the recipient's particular circumstances and, in case of doubt, advice should be sought from an independent expert/advisor.

Either PL or its affiliates or its directors or its employees or its representatives or its clients or their relatives may have position(s), make market, act as principal or engage in transactions
of securities of companies referred to in this report and they may have used the research material prior to publication.

PL may from time to time solicit or perform investment banking or other services for any company mentioned in this document.

PL is in the process of applying for certificate of registration as Research Analyst under Securities and Exchange Board of India (Research Analysts) Regulations, 2014
PL submits that no material disciplinary action has been taken on us by any Regulatory Authority impacting Equity Research Analysis activities.

PL or its research analysts or its associates or his relatives do not have any financial interest in the subject company.

PL or its research analysts or its associates or his relatives do not have actual/beneficial ownership of one per cent or more securities of the subject company at the end of the month
immediately preceding the date of publication of the research report.

PL or its research analysts or its associates or his relatives do not have any material conflict of interest at the time of publication of the research report.
PL or its associates might have received compensation from the subject company in the past twelve months.

PL or its associates might have managed or co-managed public offering of securities for the subject company in the past twelve months or mandated by the subject company for any
other assignment in the past twelve months.

PL or its associates might have received any compensation for investment banking or merchant banking or brokerage services from the subject company in the past twelve months.

PL or its associates might have 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

PL or its associates might have received any compensation or other benefits from the subject company or third party in connection with the research report.

PL encourages independence in research report preparation and strives to minimize conflict in preparation of research report. PL or its analysts did not receive any compensation or
other benefits from the subject Company or third party in connection with the preparation of the research report. PL or its Research Analysts do not have any material conflict of interest
at the time of publication of this report.

It is confirmed that Mr. Viral Shah- BE Chemical Engineering, MBA Finance, Ms. Khushboo Parekh- MBA Research Analysts of this report have not received any compensation from
the companies mentioned in the report in the preceding twelve months

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

The Research analysts for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about the subject company or companies and its
or their securities, and no part of his or her compensation was, is or will be, directly or indirectly related to specific recommendations or views expressed in this report.

The research analysts for this report has not served as an officer, director or employee of the subject company PL or its research analysts have not engaged in market making activity
for the subject company

Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our clients that reflect opinions that are 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.

PL and its associates, their directors and employees may (a) from time to time, have a long or short position in, and buy or sell the securities of the subject company or (b) be engaged
in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the subject company or act as an
advisor or lender/borrower to the subject company or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions.

US Clients

This research report is a product of Prabhudas Lilladher Pvt. Ltd., which is the employer of the research analyst(s) who has prepared the research report. The research analyst(s)
preparing the research report is/are resident outside the United States (U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are
not subject to supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required to otherwise comply with U.S. rules or
regulations regarding, among other things, communications with a subject company, public appearances and trading securities held by a research analyst account.

This report is intended for distribution by Prabhudas Lilladher Pvt. Ltd. only to "Major Institutional Investors" as defined by Rule 15a-6(b)(4) of the U.S. Securities and Exchange Act,
1934 (the Exchange Act) and interpretations thereof by U.S. Securities and Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major
Institutional Investor as specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied, duplicated and/or transmitted
onward to any U.S. person, which is not the Major Institutional Investor.

In reliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC in order to conduct certain business with Major
Institutional Investors, Prabhudas Lilladher Pvt. Ltd. has entered into an agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").

Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Prabhudas Lilladher Pvt. Ltd.
3rd Floor, Sadhana House, 570, P. B. Marg, Worli, Mumbai-400 018, India | Tel: (91 22) 6632 2222 Fax: (91 22) 6632 2209

www.plindia.com
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