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KEI Industries

Buy

DART”

DOLAT ANALYSIS & RESEARCH THEMES
IN-DEPTH*PRECISE*ACTIONABLE

KEI expects to end FY21 at ~87% of FY20 revenues but it expects to pick
up pace in FY22 with ~20% revenue growth and stable margins at +11%.
Institutional order book is back to precovid19 levels with new orders
from cement, refinery, steel and infra coming in. In our interaction,
management indicated its focus on growing the B2C business with
specific focus on wires, to create a platform for the FMEG business in
coming years. We maintain our Buy rating and value the stock at
18xSep22E with a TP of Rs580. It continues to be our pick in the cables
and wires space.

Creating a platform for FMEG business

KEI's B2C business makes up 34% revenues, the company expects to drive
B2C to ~39% in FY22 to ~“Rs19bn levels. Company has consciously reduced
EPC business to Rs5bn levels in order to focus on its retail business. It has
expanded its network to 1645 dealers by Q3FY21 and aims to further drive
reach in rural areas. KElI aims to achieve 2x growth in pure B2C wires
business in FY22 with specific focus on wires, to create a platform for the
FMEG business in coming years. Company would further draw out an entry
plan into FMEG business after achieving growth objectives in order to
internally fund any expansion and development capex.

Structural growth story continues

With better volumes and almost 2x margins in wires business KEI has been
updating its prices constantly every 15 days in order to pass on input price
hike effects. KEI is confident about ending FY21 at 85% to 87% levels of
FY20, given covid-19 impact on the year with institutional order booking
being back to pre-covid19 levels currently. The company expects to grow
~30% in its retail business and 20% on average in FY22. Export business is
on path to be back at ~Rs6bn levels from current Rs5bn levels, even
without Dangote order. It also plans to growth its B2B business through its
EHV segment where it has a 35% share. Company has planned a capex of
Rs1.8bn each year from FY22-25 to aid a revenue CAGR of 15% to 17% per
annum.

Financials remain healthy

KEl is on path to be debt-free in the next 2 to 3 years, with current WC
loans at ~“Rs1bn levels which is aimed to be phased out. WC days which was
higher in Q3 ~125days is expected to fall back to normal levels at ~90days
by Q4FY21. Pending order book was at Rs26.1bn in Q3FY21 vs Rs26.6bn in
Q2 due to company’s constant retail focus, T&D orders are expected to
flow in post Q1FY22.

FINANCIALS (Rs Mn)

Particulars FY19A FY20A FY21E FY22E FY23E
Revenue 42,270 48,843 41,992 50,669 58,163
Growth(%) 22.2 15.6 (14.0) 20.7 14.8
EBITDA 4,422 4,960 4,499 5,095 5,812
OPM(%) 10.5 10.2 10.7 10.1 10.0
PAT 1,819 2,551 2,419 2,737 3,033
Growth(%) 25.8 40.3 (5.2) 13.1 10.8
EPS(Rs.) 20.3 28.5 27.0 30.6 33.9
Growth(%) 10.1 40.3 (5.2) 13.1 10.8
PER(x) 24.1 17.2 18.1 16.0 14.5
ROANW(%) 26.3 22.3 14.9 14.7 14.2
ROACE(%) 28.5 27.8 21.1 21.7 21.6

CMP Rs 490
Target / Upside Rs 580/ 18%
NIFTY 14,930
Scrip Details
Equity / FV Rs 179mn / Rs 2
Market Cap Rs 44bn
USD 605mn
52-week High/Low Rs 530/ 208
Avg. Volume (no) 236,459
Bloom Code KEII IN
Price Performance 1M 3M 12M
Absolute (%) (4) 6 36
Rel to NIFTY (%) 0 (2) (24)

Shareholding Pattern

Jun'20 Sep'20Dec'20

Promoters 40.5 403 403
MF/Banks/Fls 234 241 235
Flls 15.3 14.0 16.3
Public / Others 20.8 21.6 199

KEI Ind. Relative to SENSEX
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Profit and Loss Account

(Rs Mn) FY20A FY21E FY22E FY23E
Revenue 48,843 41,992 50,669 58,163
Total Expense 43,882 37,493 45,574 52,351
COGS 33,786 28,554 34,708 39,841
Employees Cost 3,882 2,640 3,062 3,552
Other expenses 6,214 6,299 7,803 8,957
EBIDTA 4,960 4,499 5,095 5,812
Depreciation 567 627 716 828
EBIT 4,393 3,871 4,380 4,984
Interest 1,292 888 1,072 1,230
Other Income 165 250 350 300
Exc. / E.O. items 0 0 0 0
EBT 3,267 3,233 3,658 4,053
Tax 716 814 921 1,020
RPAT 2,551 2,419 2,737 3,033
Minority Interest 0 0 0 0
Profit/Loss share of associates 0 0 0 0
APAT 2,551 2,419 2,737 3,033
Balance Sheet

(Rs Mn) FY20A FY21E FY22E FY23E
Sources of Funds

Equity Capital 179 179 179 179
Minority Interest 0 0 0 0
Reserves & Surplus 14,889 17,151 19,699 22,544
Net Worth 15,068 17,330 19,878 22,723
Total Debt 3,151 2,919 2,820 2,720
Net Deferred Tax Liability 310 325 341 358
Total Capital Employed 18,528 20,574 23,040 25,801
Applications of Funds

Net Block 5,536 5,909 6,693 7,365
CwiIp 112 115 115 115
Investments 6 8 8 9
Current Assets, Loans & Advances 27,032 24,663 28,189 31,882
Inventories 8,638 7,363 9,023 10,358
Receivables 13,676 10,354 12,494 14,341
Cash and Bank Balances 2,143 4,167 3,673 3,944
Loans and Advances 1,091 1,146 1,203 1,263
Other Current Assets 1,484 1,633 1,796 1,976
Less: Current Liabilities & Provisions 14,158 10,121 11,966 13,570
Payables 11,690 7,432 9,034 10,370
Other Current Liabilities 2,469 2,689 2,932 3,200
Net Current Assets 12,874 14,542 16,223 18,312
Total Assets 18,528 20,574 23,040 25,801

E — Estimates
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Important Ratios

Particulars FY20A FY21E FY22E FY23E
(A) Margins (%)

Gross Profit Margin 30.8 32.0 31.5 31.5
EBIDTA Margin 10.2 10.7 10.1 10.0
EBIT Margin 9.0 9.2 8.6 8.6
Tax rate 219 25.2 25.2 25.2
Net Profit Margin 5.2 5.8 5.4 5.2
(B) As Percentage of Net Sales (%)

COGS 69.2 68.0 68.5 68.5
Employee 7.9 6.3 6.0 6.1
Other 12.7 15.0 15.4 15.4
(C) Measure of Financial Status

Gross Debt / Equity 0.2 0.2 0.1 0.1
Interest Coverage 3.4 4.4 4.1 4.1
Inventory days 65 64 65 65
Debtors days 102 90 90 90
Average Cost of Debt 28.2 29.3 37.4 44.4
Payable days 87 65 65 65
Working Capital days 96 126 117 115
FAT/O 8.8 7.1 7.6 7.9
(D) Measures of Investment

AEPS (Rs) 28.5 27.0 30.6 33.9
CEPS (Rs) 34.8 34.0 38.6 43.1
DPS (Rs) 1.5 1.5 1.8 1.8
Dividend Payout (%) 526.3 555.0 588.6 531.2
BVPS (Rs) 168.3 193.6 222.1 253.9
RoOANW (%) 22.3 14.9 14.7 14.2
ROACE (%) 27.8 21.1 21.7 21.6
ROAIC (%) 31.8 25.1 26.4 25.6
(E) Valuation Ratios

CMP (Rs) 490 490 490 490
P/E 17.2 18.1 16.0 14.5
Mcap (Rs Mn) 43,871 43,871 43,871 43,871
MCap/ Sales 0.9 1.0 0.9 0.8
EV 44,879 42,622 43,018 42,647
EV/Sales 0.9 1.0 0.8 0.7
EV/EBITDA 9.0 9.5 8.4 7.3
P/BV 2.9 2.5 2.2 1.9
Dividend Yield (%) 0.3 0.3 0.4 0.4
(F) Growth Rate (%)

Revenue 15.6 (14.0) 20.7 14.8
EBITDA 12.2 (9.3) 133 14.1
EBIT 7.6 (11.9) 13.1 13.8
PBT 17.0 (1.0) 131 10.8
APAT 40.3 (5.2) 13.1 10.8
EPS 40.3 (5.2) 131 10.8
Cash Flow

(Rs Mn) FY20A FY21E FY22E FY23E
CFO (131) 4,451 2,369 3,294
CFI 110 (199) (1,502) (1,502)
CFF 994 (1,276) (1,359) (1,519)
FCFF (933) 3,448 869 1,794
Opening Cash 221 1,194 4,167 3,673
Closing Cash 1,194 4,167 3,673 3,944

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy >20%
Accumulate 10 to 20%
Reduce 0 to 10%
Sell < 0%

Rating and Target Price History

RS) ) Month Rating TP (Rs.) Price (Rs.)
—KElI Target Price Jun-20 BUY 360 308
600 - Aug-20 Accumulate 442 377
i Aug-20 Accumulate 442 371
520
V""""* Aug-20 Accumulate 442 399
440 Nov-20 Buy 440 329
360 ) Jan-21 Buy 580 464
Feb-21 Buy 580 500
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*Price as on recommendation date
DART Team
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CONTACT DETAILS
Equity Sales Designation E-mail Direct Lines
Dinesh Bajaj VP - Equity Sales dineshb@dolatcapital.com +9122 4096 9709
Kapil Yadav VP - Equity Sales kapil@dolatcapital.com +9122 4096 9735
Yomika Agarwal VP - Equity Sales yomika@dolatcapital.com +9122 4096 9772
Jubbin Shah VP - Equity Sales jubbins@dolatcapital.com +9122 4096 9779
Ashwani Kandoi AVP - Equity Sales ashwanik@dolatcapital.com +9122 4096 9725
Lekha Nahar AVP - Equity Sales lekhan@dolatcapital.com +9122 4096 9740
Equity Trading Designation E-mail
P. Sridhar SVP and Head of Sales Trading sridhar@dolatcapital.com +9122 4096 9728
Chandrakant Ware VP - Sales Trading chandrakant@dolatcapital.com  +9122 4096 9707
Shirish Thakkar VP - Head Domestic Derivatives Sales Trading  shirisht@dolatcapital.com +9122 4096 9702
Kartik Mehta Asia Head Derivatives kartikm@dolatcapital.com +9122 4096 9715
Dinesh Mehta Co- Head Asia Derivatives dinesh.mehta@dolatcapital.com +9122 4096 9765
Bhavin Mehta VP - Derivatives Strategist bhavinm@dolatcapital.com +9122 4096 9705
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Analyst(s) Certification

The research analyst(s), 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 or indirectly related to the specific recommendations or views expressed in this research report.

1. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s), if any,
covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select recipient of this
report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of
Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein. Dolat Capital Market Private Limited.
and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and financing group. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have provided or may provide services in respect of managing offerings of securities, corporate finance,
investment banking, mergers & acquisitions, financing or any other advisory services to the company(ies) covered herein. Dolat Capital Market Private
Limited. and/or its affiliated company(ies) might have received or may receive compensation from the company(ies) mentioned in this report for
rendering any of the above services. Research analysts and sales persons of Dolat Capital Market Private Limited. may provide important inputs to its
affiliated company(ies) associated with it. While reasonable care has been taken in the preparation of this report, it does not purport to be a complete
description of the securities, markets or developments referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or
completeness. Dolat Capital Market Private Limited. may not be in any way responsible for any loss or damage that may arise to any person from any
inadvertent error in the information contained in this report. This report is provided for information only and is not an investment advice and must not
alone be taken as the basis for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user
assumes the entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital Market
Private Limited. and its affiliated company(ies), 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 company(ies) mentioned herein 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 company(ies) discussed herein or act as an advisor or lender/borrower to such
company(ies) or may have any other potential conflict of interests with respect to any recommendation and other related information and opinions. This
report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any
transaction. 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 Dolat Capital Market Private Limited. and/or its affiliated company(ies) 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 a certain category of investors. Persons in whose possession this
report may come, are required to inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: “This Report is considered independent third-party research and was prepared by Dolat Capital Market Private Limited,
with headquarters in India. The distribution of this Research is provided pursuant to the exemption under Rule 15a-6(a) (2) and is only intended for an
audience of Major U.S. Institutional Investors (MUSIIs) as defined by Rule 15a-6(b)(4). This research is not a product of StoneX Financial Inc. Dolat Capital
Market Private Limited has sole control over the contents of this research report. StoneX Financial Inc. does not exercise any control over the contents
of, or the views expressed in, any research reports prepared by Dolat Capital Market Private Limited and under Rule 15a-6(a) (3), any U.S. recipient of this
research report wishing to affect any transaction to buy or sell securities or related financial instruments based on the information provided in this
research report should do so only through StoneX Financial Inc. Please contact Paul Karrlsson-Willis at +1 (407) 741-5310 or email Paul.Karrlsson-
Willis@stonex.com and/or Igor Chernomorskiy at +1 (212)379-5463 or email Igor.Chernomorskiy@stonex.com. Under no circumstances should any U.S.
recipient of this research report effect any transaction to buy or sell securities or related financial instruments through the Dolat Capital Market Private
Limited.”
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