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Robust execution, order inflows to aid growth… 

Q3FY21E is likely to be a reasonable quarter for the capital goods universe 

in terms of order inflows while execution may further improve sequentially 

as we expect execution pick-up with workers almost returning to sites 

reaching more than ~95% of pre-Covid levels during the quarter amid 

normalising economic activities. Product companies are likely to post a 

decent quarter amid rebound in key industries like automobile and 

industrials. Larsen & Toubro (L&T) announced EPC orders are estimated to 

be more than ~| 59000 crore (as on date, ex-services segment) across high 

speed rail, construction, water effluent, hydrocarbon, transportation, mining 

equipment, power T&D, heavy civil infrastructure and defence segments 

indicating robust order inflows for the quarter. Also, the order pipeline 

remains robust across T&D, green energy corridor, railways, transportation, 

water & infrastructure, etc. Key risks remain project delays/deferrals and 

less-than-expected conversion of the tendering pipeline. 

In the T&D space, KEC & Kalpataru Power (KPTL) have announced 

reasonable order inflows of | 1438 crore and | 2200 crore, respectively, 

aided by orders from international markets. Bharat Electronics (BEL) is 

expected to post reasonable inflows while Thermax is likely to see muted 

order inflows owing to less-than-expected public sector and government 

order conversions and weaker private capex amid lockdowns. Thermax’ 

core order inflows continue to remain sluggish and poses concerns for an 

already ailing order backlog. Overall, order inflows were reasonable across 

urban transportation (RRTS, HSR), water effluent, power T&D, 

infrastructure, civil, construction & mining equipment segments amid 

gradual resumption of economic activities in the domestic market and pick-

up in global tendering activities. 

Revenue, EBITDA expected to grow 4.6%, 12.1%, respectively 

Overall, the coverage universe revenue is expected to grow 4.6% YoY 

owing to further rebound in execution sequentially at engineering and T&D 

companies like L&T, KEC, KPTL, BEL and Cochin Shipyard. The international 

business is likely to aid performance of companies like L&T, KEC, AIA, Elgi, 

etc. We expect EBITDA to grow 12.1% YoY mainly due to positive 

operating leverage in product companies and better execution by EPC 

companies amid the economy gradually normalising. Consequently, overall 

PAT is expected to grow 13.4% YoY accounting for other income, one offs 

and tax adjustments in the base quarter for a few companies. 

Reasonable performance expected among EPC companies… 

Overall, EPC companies are expected to post a moderate performance as 

execution is likely to rebound amid gradual unlock measures by the 

government to open up the economy. Power T&D companies like KEC, 

KPTL are expected to report combined revenue, EBITDA, PAT growth of 

14.2%, 9%, 19% YoY, respectively, aided by execution pick-up in key 

markets. L&T (standalone, ex-E&A) is likely to report reasonable 

performance with marginal revenue growth of 0.5% YoY to | 19984.8 crore, 

EBITDA expected to grow 9.9% to | 1608.8 crore while adjusted PAT (ex-

E&A) is expected to grow 19.2% to | 1260.6 crore impacted by higher other 

income and tax adjustment in base quarter. Thermax’ revenue, EBITDA are 

expected to de-grow 6.5%, 10.3%, respectively, impacted by execution and 

supply chain disruptions. On the defence front, BEL is expected to perform 

better with revenue growth of 26.7% to | 2878.1 crore while EBITDA is 

expected to grow 39.6% to | 495.1 crore YoY. Cochin Shipyard is expected 

to report revenue, EBITDA growth of 3.8, 1.0% YoY, respectively, owing to 

moderate execution in shipbuilding and ship repair activities. 
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Working capital, cash flows to be key monitorables… 

Overall, EPC companies like L&T, KEC, KPTL, BEL and Cochin Shipyard are 

expected to remain cautious on working capital and cash flow challenges 

amid increasing receivables, vendor support amid tight liquidity and 

moderate execution pace. Companies with stronger balance sheet and cash 

flows like Thermax, are well placed to gain the most form gradual economic 

recovery. Product companies like Greaves Cotton, Timken India, Elgi 

Equipment, AIA Engineering that have a strong balance sheet, zero debt 

and healthy cash balances are likely to benefit on operational front with 

economy inching back to normal. 

 

Product companies likely to post better performance… 

Bearing companies are expected to follow suit with the domestic auto 

segment, which showed positive signs across 2-W and PV while CV, 3-W, 4-

W LCV still seem to be taking longer to revive. We expect the topline to 

register decent growth YoY with improved EBITA margins on the back of 

positive operating leverage. We expect revenue growth of 20.2%, 10.4% & 

10.7% for NRB, SKF & Timken, respectively. Greaves Cotton is expected to 

report a revenue decline of 28.6% while EBITDA is expected to decline 

56.1%, owing to dismal volumes in 3-W, 4-W space. Elgi Equipment is 

expected report revenue, EBITDA growth of 9.1%, 111.3%, respectively, 

owing to strong growth in international business and positive operating 

leverage. Companies like AIA Engineering are expected to report revenue, 

EBITDA growth of 10%, 4.0%, respectively, backed by rebound in mining 

volumes. 

 

Exhibit 1: Estimates for Q3FY21E: (Capital Goods)                                         (| crore) 

Re ve n u e EBIT DA PAT

Q 3FY21E Yo Y Q o Q Q 3FY21E Yo Y Q o Q Q 3FY21E Yo Y Q o Q

A IA  Engineering 763.3 10.0 2.8 179.8 4.0 -5.5 140.6 -9.9 -2.3

Bharat Electronics 2,878.1 26.7 -9.7 495.1 39.6 -20.6 305.2 41.9 -23.1

G reaves  Cotton 353.1 -28.6 22.5 33.9 -56.1 94.1 19.4 -61.6 474.4

Elgi Equipments 505.4 9.1 5.2 68.2 111.3 2.8 34.1 165.4 2.6

K alpataru Pow er 2,183.3 10.3 16.0 231.4 11.3 14.6 141.7 19.6 -4.2

K EC International 3,588.0 16.8 10.1 342.3 7.5 16.8 171.9 18.6 20.6

L&T 19,984.8 0.5 26.6 1,608.8 9.9 30.7 1,260.6 19.2 19.9

NRB Bearings 220.0 20.2 11.3 33.0 66.6 8.6 15.0 44.5 36.4

SK F India  781.0 10.4 11.1 109.3 50.7 19.0 73.1 42.8 12.4

Thermax L td 1,318.5 -6.5 15.5 101.5 -10.3 28.0 67.2 -21.0 37.9

Timken India 413.2 10.7 5.4 88.0 4.6 6.4 53.8 -36.4 7.8

Cochin Shipyard 930.0 3.8 41.5 200.4 1.0 59.3 162.9 -4.8 50.3

T o tal 33,918.8 4.6 18.1 3,491.8 12.1 15.1 2,445.6 13.4 11.0

 C h an g e  (%)

C o m p an y

C h an g e  (%) C h an g e  (%)

 

Source: Company, ICICI Direct Research 

 

Power 

Exhibit 2: Estimates for Q3FY21E: (Power)                                                     (| crore) 

Re ve n u e EBITDA PAT

Q 3FY21E Yo Y Q o Q Q 3FY21E Yo Y Q o Q Q 3FY21E Yo Y Q o Q

NTPC L td 23,554.5 0.2 -4.5 7,287.0 4.5 1.4 3,113.6 3.9 -11.1

CESC L td 1,729.3 4.9 -13.1 285.3 3.0 -15.6 179.6 2.0 -21.2

To tal 25,283.8 0.6 -5.2 7,572.3 4.4 0.7 3,293.1 3.8 -11.8

 C h an g e  (%) C h an g e  (%) C h an g e  (%)

C o m p an y

 

Source: Company, ICICI Direct Research 
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Result Preview | Q3FY21E  

Exhibit 3: Company Specific Views (Capital Goods) 

C o m p an y Re m ark s

A IA  Engineering

For Q 3FY 21E, w e expect A IA Engineering to report volume numbers at

69936 MT w ith a grow th of 16.1% Y oY ow ing to decent uptick in mining

segment led by exports market and rebound in cement & other segment

amid rev iva l in economic activ ities and operations gradually normaliz ing to

pre-cov id levels . We expect rea liz ation at |105 per kg on account of a

change in the product mix and fore ign exchange. Consequently, revenue

is expected to grow by 10% to |763.3 crore. EBITDA is expected to grow

by ~4.0% to |179.8 crore w ith EBITDA margin of 23.6% . PA T is expected

to decline by 9.9% to |140.6 crore partly impacted by low er other income

and tax adjus tments  in base quarter. 

Bharat 

Electronics

We expect BEL to report revenues at | 2878.1 crore w ith a grow th of

26.7% , Y oY w ith operations a lmos t normaliz ed to pre-cov id levels .

EBITDA margin is expected to improve by 160bps to 17.2% ow ing to

product mix & better execution, resulting in absolute EBITDA to grow by

39.6% Y oY to | 495.1 crore. A ccordingly, w e expect PA T to grow by

41.9% Y oY to | 305.2 crore. While no new order announcement w as

made as on date for the quarter, robus t order pipe line to ensure order

inf low s in coming quarters . O vera ll, s trong order backlog of |52150 crore

is  like ly to augur w ell in long term.

G reaves  Cotton

For Q 3FY 21E, w e expect G reaves Cotton to report muted 3W & 4W

engine volumes at 44843 units ow ing to continued w eakness in auto

sa les in 3W, 4W space, muted domes tic demand amid dis rupted bus iness

activ ities . New bus iness initiatives and A mpere sa les may prov ide some

cushion to overa ll sa les . Consequently, revenues are expected to de-

grow by 28.6% Y oY to | 353.1 crore, EBITDA is expected to decline

56.1% to |33.9 crore w ith subdued margins of 9.6% w hile adjus ted PA T

is  expected to decline 61.6%  Y oY  to | 19.4 crore.

Elgi Equipment's

For Q 3FY 21E, Elgi Equipments is like ly to pos t a reasonable performance

on the domes tic f ront amid indus tria l recovery w hile internationa l a ir

compressor market is like ly to report s trong revenue grow th as it is

gradually ramping up in key markets . Consolidated revenues are expected

to grow by 9.1% Y oY to |505.4 crore w hile EBITDA margin is expected to

rebound to 13.5% Y oY leading absolute EBITDA to more than double to |

68.2 crore w hile PA T is expected to grow s ignif icantly 165.4% to |34.1

crore a ided by pos itive operating leverage.

K a lpataru 

Pow er

K alpataru Pow er (K PTL ) has announced new orders w orth |2200 crore,

as on date for the quarter. For Q 3FY 21E, K PTL is expected to report

decent performance on the back of  execution pick-up in key segments  like 

T&D. We expect revenues to grow by 10.3% to |2183.3 crore. EBITDA is

expected to grow  by 11.3%  to | 231.4 crore w ith EBITDA  margin expected 

to remain s table at around 10.6% Y oY . A dj. PA T is expected to grow by

19.6%  to | 141.7 crore partly  impacted by tax adjus tments  in base quarter.

K EC 

Internationa l

K EC has announced new orders w orth |1438 crore, as on date for the

quarter. For Q 3FY 21E, K EC is expected to report s trong performance

w ith further pick-up in execution in key segments like T&D, ra ilw ays , C iv il.

Internationa l markets are expected to fare better than domes tic markets .

We expect revenues to grow by 16.8% to | 3588 crore. EBITDA is

expected to grow by 6.4% to |338.9 crore w ith EBITDA margin expected

to see an impact of 90 bps to 9.5% Y oY primarily due to change in

bus iness mix. PA T is expected to grow by 18.6% to |171.9 crore partly

a ided by reduction in interes t cos t.

Source: ICICI Direct Research, Company 
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Result Preview | Q3FY21E  

Exhibit 4: Company Specific Views (Capital Goods) Continued... 

C o m p an y Re m ark s

L&T

During Q 3FY 21E, EPC order inf low s announced by L&T is es timated to be

more than ~|59000 crore (as on date, ex-serv ices segment) across High

Speed Rail, cons truction, w ater ef f luent, Hydrocarbon, Transportation,

Mining Equipment, pow er T&D, heavy civ il inf ras tructure and defence

segments indicating robus t order inf low s for the quarter. We expect

reasonable execution pick-up sequentia lly as labors has almos t returned

across s ites at more than 95% of pre-cov id levels during the quarter. In

our v iew w orking capita l and cash f low s ituation w ill be key monitorable.

Consequently, w e expect adjus ted s tandalone revenue to grow

margina lly by 0.5% to | 19984.8 crore. EBITDA is expected to grow by

9.9% to |1608.8 crore w ith margins expected to improve 30 bps to 8.0%

and adjus ted PA T (Ex-E&A ) expected to grow by 19.2% to |1260.6 crore

partly  due to higher other income.

NRB Bearings

Uptick in sa les led by fes tive season and pent up demand aided

production levels at domes tic O EMS. NRB w ith a topline more

concentrated tow ards domes tic O EMs should benef it f rom the demand

ta ilw inds . For Q 3FY 21E, w e expect revenue to grow 20.2% and come

around at |220 crore. A higher topline grow th should a id operating prof it

and hence w e expect an EBIDTA of |33 crore, up 66.6% Y oY w ith an

enta iling margin of 15% . We es timate PA T at |15 crore, up 44.3% Y oY

af ter assuming a tax rate of 28% (PA T in Q 3FY 20 w as aided by a low er

tax rate at 20.2% )

SK F India

For Q 3FY 21E, w e expect SK F’s revenue to increase 10.4% Y oY to |781

crore led by recovery in indus tria l activ ity (pre-cov id levels ) and auto

demand. We es timate an EBIDTA of |109.3 crore, up 50.7% Y oY led by

improved sales and hence pos itive operating leverage should a id EBIDTA

margins w hich w e expect to come in at 14% vs 10.3% Y oY . Ensuing PA T

is  expected to come in at | 73.1 crore, up 42.8%  w ith a  margin of  9.4% .

Thermax

For Q 3FY 21E, Thermax ' order inf low is expected to remain w eak

impacted by muted private capex. A ll factories are gradually moved to

more than 90% of pre-Cov id levels , w hich could margina lly improve

execution sequentia lly . In terms of f inancia l performance, w e expect

revenues to decline 6.5% to | 1318.5 crore partly impacted by w eaker

order book and supply chain dis ruptions amid cov id-19. Some relie f may

come in the form of deferred revenue of prev ious quarters . We expect

EBITDA to decline 10.3% to |101.5 crore w ith EBITDA margins expected

to decline 30 bps to 7.7% on a Y oY . A djus ted PA T is expected to decline

by 21%  to| 67.2 crore partly  impacted by tax adjus tment in base quarter.

Timken India

Improvement in mobility & indus tria l segment, sus ta ined grow th in ra ilw ay

and green shoots in CV demand should a id Timken India ’s Q 3FY 21E

performance. For Q 3FY 21E, w e expect Timken’s  revenue at | 413.2 crore, 

up 10.7% Y oY . Further w e expect Timken to pos t an EBIDTA margin of

21.3% in Q 3FY 21E vs 22.5% in Q 3FY 20. How ever, it is important to note

that the margins in Q 3FY 20 w ere on the higher s ide of the spectrum of

margins pos ted by Timken. Further w e expect PA T to decline 36.4% Y oY

to |53.8 crore (Negative tax charge in Q 3FY 20, hence the decline in PA T

on a Y oY  bas is ).

Cochin 

Shipyard

For Q 3FY 21, w e expect Cochin shipyard to pos t revenue at |930 crore,

up 3.8% Y oY & 41% Q oQ . We expect a sequentia l jump in performance

as Q 2 w as impacted led by non-availability of serv ice engineers . EBIDTA

is expected at | | 200.4 crore, up 1% Y oY w ith an enta iling margin of

21.6% vs 22.1% Y oY . Ensuing PA T is expected to come at |162.9 crore,

dow n 5% Y oY af ter assuming a tax rate of 28% . Tax rate in Q 3FY 20

s tood at 25.5% .

 

Source: Company, ICICI Direct Research 
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Exhibit 5: Company Specific Views: (Power) 

Company Remarks

NTPC

In terms of capacity addition, the company has commercially operationalised 800

MW. It also commenced operations of a captive coal mine. NTPC is expected to

report flattish generation growth of 1.8% in Q3FY21E at 61.8 billion units (BUs). On the

other hand, energy sold is likely to witness growth of 2.1% YoY at 57.5 BUs. We

build in tariffs at | 4.1/Kw/hr while fuel cost is estimated at | 2.05 per unit. We

expect revenues to grow 0.2% YoY to | 23554.5 crore whereas EBITDA is expected

to grow 4.5% YoY to | 7287 crore in Q3FY21. PAT is expected to grow 3.9% YoY to |

3113.6 crore. Key monitorable would be the working capital situation in terms of

outstanding dues from SEBs

CESC

CESC is expected to report a 1.2% YoY decline in gross generation at 121 crore units

in Q3FY21E. The overall energy sold is estimated to grow 4.6% YoY to 221.7 crore

units. We build in tariffs of | 7.8/kWHR and, hence, expect revenues at | 1729.3

crore, up 4.9% YoY. Consequently, we expect PAT at |179.6 crore, up 2.1% YoY. Key

monitorable would be performance of Dhariwal Infra and loss containment at various

distribution franchisees

 

Source: Company, ICICI Direct Research 
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Exhibit 6: ICICI Direct coverage universe (Capital Goods) 

C o m p an y C MP M C ap EPS (|) P/E (x)

(|) TP(|) Rating (| Cr) FY 20 FY 21E FY 22E FY 20 FY 21E FY 22E FY 20 FY 21E FY 22E FY 20FY 21E FY 22E

L&T (LA RTO U) 1367 1,045 Hold 191817 49.6 61.5 42.1 27.6 22.2 32.5 7.5 3.8 7.5 13.2 15.2 9.8

A IA  Engineering (A IA ENG ) 2007 1,785 Hold 18930 62.6 52.0 61.5 32.1 38.6 32.6 18.7 15.1 16.1 15.9 12.1 12.9

Thermax (THERMA ) 980 810 Hold 11677 17.8 12.5 27.0 55.0 78.6 36.3 12.0 7.6 13.1 7.0 5.5 10.0

K EC International (K ECIN) 364 410 Buy 9358 22.0 19.9 29.4 16.5 18.3 12.4 22.3 18.2 22.3 20.2 16.2 19.9

G reaves  Cotton (G REA V E) 97 75 Hold 2117 6.8 1.0 5.2 14.4 94.8 18.6 22.2 7.5 17.9 16.3 5.7 13.2

Elgi Equipment (ELG EQ U) 182 190 Buy 5768 1.3 2.9 4.4 135.4 63.3 41.7 6.5 11.4 15.3 5.5 11.2 15.0

Bharat Electronics  (BHA ELE) 132 170 Buy 41422 7.4 6.9 8.2 17.9 19.1 16.2 25.1 22.3 24.0 18.2 15.9 17.3

Cochin Shipyard (CO CSHI) 393 435 Buy 5172 48.5 33.1 48.4 8.1 11.9 8.1 17.6 12.8 15.9 17.1 11.1 14.7

SK F (SK FIND) 1857 1,615 Hold 9179 58.5 34.5 64.6 31.7 53.8 28.7 20.3 16.8 26.9 15.2 12.5 20.1

Timken India (TIMIND) 1320 1,235 Hold 9932 32.7 21.5 31.2 40.4 61.4 42.3 18.6 15.4 19.4 15.6 11.9 14.8

NRB Bearing (NRBBEA ) 112 110 Buy 1078 3.3 4.1 7.4 33.9 27.3 15.1 8.7 10.3 15.4 7.0 8.2 13.2

Ro C E (%) Ro E (%)

 

Source: Company, ICICI Direct Research 
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