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Refer to important disclosures at the end of this report

= KEC International reported EBITDAM of 4.4% at the consolidated level, which was lower
than our (5.5%) and consensus estimates. Standalone EBITDAM at 6.2% surprised
negatively and was down 200bps QoQ, while margin impact due to SAE was largely
known. This was on account of the impact of high-cost inventory, execution of some legacy
projects at a faster pace, and issues around project execution in Afghanistan. Softening
commodity prices will have a positive impact in the coming quarters. Further, SAE is
expected to break even by 4QFY23 and return to normalized margin levels for FY24.

= On the positive side, revenue growth was stronger at 13% YoY for the quarter, largely due
to 65% growth in the civil segment. Inflows at Rs105bn YTD increased by 25% YoY.

= We have cut down our FY23 EPS by 43% due to delayed margin improvement in SAE and
lower standalone margin, though long-term margin expectation (9.5-10%) remains intact.
We expect EBITDAM of 8.7%/9.7% in FY24E/FY25E. We have pruned our FY24E/FY25E
EPS by 8%/5%, respectively, and our Sept-23 TP stands at Rs505 (earlier Rs540). We
maintain BUY on the stock.

Revenue and inflows — Key positives: KEC International reported 13%/20% YoY
revenue growth for 2QFY23/1HFY23 at the consolidated level. While T&D growth
continues to be at 7-8%, civil growth at 65% continues to be the key driver. YTD order
inflows stood at 25% at Rs105bn, driven by T&D, civil, and railways. Order book (Rs276bn)
along with L1 currently stands at Rs340bn. T&D/Civil/Railways account for 44%/32%/18%
of the order book. Given the current revenue run rate and good inflow in H1FY23, the
company has increased its revenue growth guidance to 20% from 15%.

Margin, especially standalone, was a negative surprise: SAE loss has been the key
drag for the company in the past two odd years. More than Rs3bn of EBITDA loss has
been realized at SAE level in the past six quarters. This is expected to break even in
Q4FY23 and return to normalized margin levels in FY24. Standalone EBITDAM at 6.2%
was a negative surprise, with 200bps contraction sequentially. High-cost inventory, issues
in Afghanistan, and legacy projects led to the same. All these are expected to ease out in
the future quarters. Hence, we have assumed EBITDAM to reach 8.7%/9.7% by
FY24E/FY25E.

NWC at elevated levels, expect normalization over the medium term: Gross debt at
the end of Q2FY23 stood at Rs59.2bn vs. ~Rs44bn YoY, but it was down by Rs1.56bn
sequentially. NWC stood at 148 days, which is at elevated levels. Management expects
improvement in NWC to reach normalized levels (110 days) by FY24. By FY23 end, debt
is expected to be lower by Rs5-7bn due to lower inventory and better collection.

Valuations and outlook: We maintain our BUY rating on the stock with Sept-23 TP of
Rs505 (earlier Rs540). Risks include delay in margin improvement.

Please see our sector model portfolio (Emkay Alpha Portfolio): Eng. & Cap. Goods, Infra, Power (Page 6)

Financial Snapshot (Consolidated)

(Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 1,31,142 1,37,423 1,64,390 1,88,985 2,04,644
EBITDA 11,412 9,035 10,274 16,536 19,748
EBITDA Margin (%) 8.7 6.6 6.2 8.7 9.7
APAT 5,527 3,757 3,060 7,586 9,761
EPS (Rs.) 215 14.6 11.9 29.5 38.0
EPS (% chg) (2.3) (32.0) (18.5) 147.9 28.7
ROE (%) 18.0 10.8 8.2 18.2 19.8
P/E (x) 20.3 29.8 36.6 14.8 1.5
EV/EBITDA (x) 12.6 17.7 15.6 9.5 7.6
P/BV (x) 3.3 3.1 2.9 2.5 2.1

Source: Company, Emkay Research
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Stock Details

Bloomberg Code KECI IN
Face Value (Rs) 2
Shares outstanding (mn) 257
52 Week H/L 550/ 345
M Cap (Rs bn/USD bn) 112/1.37
Daily Avg Volume (nos.) 6,74,436
Daily Avg Turnover (US$ mn) 3.5

Shareholding Pattern Sep '22

Promoters 51.9%
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Exhibit 1: Change in estimates

FY23E FY24E FY25E
Y/E March (Rs mn)
Earlier Revised % Change Earlier Revised % Change Earlier Revised % Change
Revenue 1,58,786 1,64,390 4% 1,77,459 1,88,985 6% 1,96,487 2,04,644 4%
EBITDA 12,306 10,274 -17% 16,415 16,536 1% 19,452 19,748 2%
EBITDAM (%) 7.8% 6.2% -150 bps 9.2% 8.7% -50 bps 9.9% 9.7% -25 bps
APAT 5,369 3,060 -43% 8,253 7,586 -8% 10,273 9,761 -5%
EPS (Rs) 20.9 11.9 -43% 32.1 295 -8% 40.0 38.0 -5%
Source: Emkay Research, Company
Exhibit 2: Quarterly Results
Particulars 2QFY22 3QFY22 4QFY22 Q1FY23 Q2FY23 YoY (%) QoQ (%)
Revenue 35,875 33,400 42,748 33,181 40,640 13.28% 22.48%
Material cost 27,202 24,879 33,881 24,631 31,812 16.95% 29.15%
As a % of sales 75.8 74.5 79.3 74.2 78.3  245bps  404bps
Employee Cost 3,161 3,227 3,180 3,406 3,545 12.15% 4.09%
As a % of sales 8.8 9.7 7.4 10.3 8.7 -9bps -154bps
Other expenditure 2,982 2,904 3,170 3,460 3,504 17.49% 1.27%
As a % of sales 8.3 8.7 7.4 10.4 8.6 31bps -181bps
Total expenditure 33,345 31,010 40,231 31,497 38,861 16.54% 23.38%
EBITDA 2,530 2,390 2,517 1,684 1,780 -29.65% 5.65%
Depreciation 386 393 419 393 399 3.40% 1.45%
EBIT 2,144 1,997 2,098 1,291 1,381 -35.60% 6.93%
Other Income 33 50 34 80 161 390.58% 103.02%
Interest 733 824 954 1,000 1,277 74.18% 27.69%
PBT 1,444 1,223 1,178 371 266 -81.60% -28.40%
Taxes 205 287 58 61 - 0.00% 0.00%
PAT 1,239 936 1,120 310 197 -84.13% -36.62%
Adjusted PAT 1,239 936 1,120 310 197 -84.13% -36.62%
Extra ord / Exceptional item 436 - - - -
Reported PAT 803 936 1,120 310 197 -7551% -36.62%
Adjusted EPS (Rs) 3.1 3.6 4.4 1.2 21 -31.20% 78.08%

Source: Company, Emkay Research
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Key Financials (Consolidated)
Income Statement

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
Revenue 1,31,142 1,37,423 1,64,390 1,88,985 2,04,644
Expenditure 1,19,730 1,28,388 1,54,115 1,72,449 1,84,896
EBITDA 11,412 9,035 10,274 16,536 19,748
Depreciation 1,525 1,579 1,658 1,740 1,827
EBIT 9,887 7,456 8,617 14,796 17,921
Other Income 299 134 150 180 181
Interest expenses 2,627 3,160 4,603 4,725 4,911
PBT 7,559 4,431 4,164 10,251 13,190
Tax 2,032 674 1,103 2,665 3,429
Extraordinary ltems 0 (436) 0 0 0
Minority Int./Income from Assoc. 0 0 0 0 0
Reported Net Income 5,527 3,321 3,060 7,586 9,761
Adjusted PAT 5,527 3,757 3,060 7,586 9,761

Balance Sheet

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
Equity share capital 514 514 514 514 514
Reserves & surplus 33,083 35,685 37,816 44,471 52,992
Net worth 33,597 36,199 38,330 44,986 53,506
Minority Interest 0 0 0 0 0
Loan Funds 34,513 50,145 56,145 53,145 52,145
Net deferred tax liability 552 438 438 438 438
Total Liabilities 68,661 86,782 94,913 98,569 1,06,090
Net block 13,975 15,377 15,219 14,979 14,651
Investment 0 0 0 0 0
Current Assets 1,26,314 1,47,988 1,73,462 1,88,543 2,03,979
Cash & bank balance 2,492 2,619 8,119 8,810 13,478
Other Current Assets 61,239 83,643 87,825 96,024 1,00,825
Current liabilities & Provision 71,807 76,607 93,792 1,04,977 1,12,565
Net current assets 54,507 71,381 79,669 83,566 91,414
Misc. exp 0 0 0 0 0
Total Assets 68,661 86,782 94,913 98,569 1,06,090
Cash Flow

Y/E March (Rs mn) FY21 FY22 FY23E FY24E FY25E
PBT (Ex-Other income) (NI+Dep) 7,260 4,296 4,014 10,071 13,009
Other Non-Cash items 0 0 0 0 0
Chg in working cap (6,400) (16,860) (2,788) (3,205) (3,180)
Operating Cashflow 8,396 (2,837) 6,382 10,666 13,138
Capital expenditure (2,792) (2,826) (1,500) (1,500) (1,500)
Free Cash Flow 5,604 (5,663) 4,882 9,166 11,638
Investments 225 0 0 0 0
Other Investing Cash Flow 994 644 0 0 0
Investing Cashflow (1,274) (2,047) (1,350) (1,320) (1,319)
Equity Capital Raised 0 0 0 0 0
Loans Taken / (Repaid) 2,785 15,632 6,000 (3,000) (1,000)
Dividend paid (incl tax) (5) (1,025) (930) (930) (1,240)
Other Financing Cash Flow (6,310) (6,435) 0 0 0
Financing Cashflow (6,157) 5,012 467 (8,655) (7,151)
Net chg in cash 965 128 5,500 691 4,668
Opening cash position 1,527 2,492 2,619 8,119 8,810
Closing cash position 2,492 2,619 8,119 8,810 13,478

Source: Company, Emkay Research
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Key Ratios

Profitability (%) FY21 FY22 FY23E FY24E FY25E
EBITDA Margin 8.7 6.6 6.2 8.7 9.7
EBIT Margin 7.5 5.4 5.2 7.8 8.8
Effective Tax Rate 26.9 15.2 26.5 26.0 26.0
Net Margin 4.2 2.7 1.9 4.0 4.8
ROCE 15.8 9.8 9.7 15.5 17.7
ROE 18.0 10.8 8.2 18.2 19.8
RolC 16.0 9.9 10.1 16.8 19.7
Per Share Data (Rs) FY21 FY22 FY23E FY24E FY25E
EPS 21.5 14.6 11.9 29.5 38.0
CEPS 27.4 20.8 18.4 36.3 451
BVPS 130.7 140.8 149.1 175.0 208.1
DPS 0.0 4.0 3.6 3.6 4.8
Valuations (x) FY21 FY22 FY23E FY24E FY25E
PER 20.3 29.8 36.6 14.8 11.5
P/CEPS 15.7 20.8 23.5 11.9 9.6
P/BV 3.3 3.1 29 25 2.1
EV / Sales 1.1 1.2 1.0 0.8 0.7
EV / EBITDA 12.6 17.7 15.6 9.5 7.6
Dividend Yield (%) 0.0 0.9 0.8 0.8 1.1
Gearing Ratio (x) FY21 FY22 FY23E FY24E FY25E
Net Debt/ Equity 1.0 1.3 1.3 1.0 0.7
Net Debt/EBIDTA 2.8 5.3 4.7 27 2.0
Working Cap Cycle (days) 144.8 182.6 158.9 144.4 139.0
Growth (%) FY21 FY22 FY23E FY24E FY25E
Revenue 9.6 4.8 19.6 15.0 8.3
EBITDA (7.5) (20.8) 13.7 60.9 19.4
EBIT 9.1) (24.6) 15.6 7.7 211
PAT (2.3) (39.9) (7.8) 147.9 28.7
Quarterly (Rs mn) Q2FY22 Q3FY22 Q4FY22 Q1FY23 Q2FY23
Revenue 35,875 33,400 42,748 33,181 40,640
EBITDA 2,530 2,390 2,517 1,684 1,780
EBITDA Margin (%) 71 7.2 5.9 5.1 4.4
PAT 803 936 1,120 310 552
EPS (Rs) 3.1 3.6 4.4 1.2 21
Source: Company, Emkay Research

Shareholding Pattern (%) Sep-21 Dec-21 Mar-22 Jun-22 Sep-22
Promoters 51.8 51.8 51.8 51.9 51.9
Flls 11.1 12.3 12.2 12.2 11.6
Dlls 27.0 26.4 26.4 26.5 26.5
Public and Others 10.1 9.6 9.6 9.5 10.0

Source: Capitaline

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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RECOMMENDATION HISTORY TABLE
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RECOMMENDATION HISTORY CHART

Date Clt;’s:ir;g (mzz:::,s (; Rating Analyst

15-Sep-22 451 540 12m  Buy  Abhineet Anand
14-Sep-22 435 495 12m  Buy  Abhineet Anand
18-Aug-22 405 495 12m  Buy  Abhineet Anand
18-Feb-22 467 495 12m  Buy  Abhineet Anand
10-Jan-22 483 530 12m  Buy  Abhineet Anand
28-Oct-21 477 530 12m  Buy  Abhineet Anand
02-Aug-21 419 490 12m  Buy  Abhineet Anand
17-Jun-21 417 475 12m Buy  Abhineet Anand
12-May-21 382 460 12m  Buy  Abhineet Anand

Source: Company, Emkay Research
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Analyst: Abhineet Anand

Contact Details

abhineet.anand@emkayglobal.com
+91 22 66242466

Sector

Engineering, Infra and Power

Analyst bio

Abhineet has experience of over 19 years
in Engineering, Infrastructure and Power
sectors as Analyst, Consultant and
Engineer. Abhineet has completed his
B.E. in Mechanical Engineering and
PGDM in Finance from 1IM Kozhikode.

Emkay Alpha Portfolio — Eng. & Capital Goods, Infra, Power

EAP sector portfolio
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Sector portfolio NAV
__ Base __ Latest
1-Apr-19 3-Nov-21  5-May-22  4-Aug-22 4-Oct-22 4-Nov-22
EAP - Engineering & Capital Goods, Infra, Pow er 100.0 140.6 1232 113.8 13.7 126.1
BSE200 Neutral Weighted Portfolio (ETF) 100.0 135.3 1215 1115 114.8 124.3
*Performance measurement base date 15t April 2019
Source: Emkay Research
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Source: Emkay Research
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Source: Emkay Research

Please see our model portfolio (Emkay Alpha Portfolio): Nifty

Please see our model portfolio (Emkay Alpha Portfolio): SMID

“Emkay Alpha Portfolio — SMID and Nifty are a supporting document to the Emkay Alpha
Portfolios Report and is updated on regular intervals”
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Emkay Rating Distribution

Ratings Expected Return within the next 12-18 months.
BUY Over 15%

HOLD Between -5% to 15%

SELL Below -5%

Completed Date: 08 Nov 2022 23:50:34 (SGT)
Dissemination Date: 08 Nov 2022 23:51:34 (SGT)

Sources for all charts and tables are Emkay Research unless otherwise specified.

GENERAL DISCLOSURE/DISCLAIMER BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL):

Emkay Global Financial Services Limited (CIN-L67120MH1995PLC084899) and its affiliates are a full-service, brokerage, investment banking, investment
management and financing group. Emkay Global Financial Services Limited (EGFSL) along with its affiliates are participants in virtually all securities trading
markets in India. EGFSL was established in 1995 and is one of India's leading brokerage and distribution house. EGFSL is a corporate trading member of
Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE), MCX Stock Exchange Limited (MCX-SX). EGFSL along with its
subsidiaries offers the most comprehensive avenues for investments and is engaged in the businesses including stock broking (Institutional and retail),
merchant banking, commodity broking, depository participant, portfolio management, insurance broking and services rendered in connection with
distribution of primary market issues and financial products like mutual funds, fixed deposits. Details of associates are available on our website i.e.
www.emkayglobal.com

EGFSL is registered as Research Analyst with SEBI bearing registration Number INH000000354 as per SEBI (Research Analysts) Regulations, 2014.
EGFSL hereby declares that it has not defaulted with any stock exchange nor its activities were suspended by any stock exchange with whom it is registered
in last five years, except that NSE had disabled EGFSL from trading on October 05, October 08 and October 09, 2012 for a manifest error resulting into a
bonafide erroneous trade on October 05, 2012. However, SEBI and Stock Exchanges have conducted the routine inspection and based on their
observations have issued advice letters or levied minor penalty on EGFSL for certain operational deviations in ordinary/routine course of business. EGFSL
has not been debarred from doing business by any Stock Exchange / SEBI or any other authorities; nor has its certificate of registration been cancelled
by SEBI at any point of time.

EGFSL offers research services to clients as well as prospects. The analyst 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.

Other disclosures by Emkay Global Financial Services Limited (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations,
2014 with reference to the subject company(s) covered in this report

EGFSL and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material. Emkay
may have issued or may issue other reports that are inconsistent with and reach different conclusion from the information, recommendations or information
presented in this report or are contrary to those contained in this report. Emkay Investors may visit www.emkayglobal.com to view all Research Reports.
The views and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the
research published by any other analyst or by associate entities of Emkay; our proprietary trading, investment businesses or other associate entities 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 including but not limited to those stated herein. Additionally,
other important information regarding our relationships with the company or companies that are the subject of this material is provided herein. This report
is not directed to, 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 or regulation or which would subject EGFSL or its group
companies to any registration or licensing requirement within such jurisdiction. Specifically, this document does not constitute an offer to or solicitation to
any U.S. person for the purchase or sale of any financial instrument or as an official confirmation of any transaction to any U.S. person. Unless otherwise
stated, this message should not be construed as official confirmation of any transaction. No part of this document may be distributed in Canada or used
by private customers in United Kingdom. All material presented in this report, unless specifically indicated otherwise, is under copyright to Emkay. None
of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior
express written permission of EGFSL . All trademarks, service marks and logos used in this report are trademarks or registered trademarks of EGFSL or
its Group Companies. The information contained herein is not intended for publication or distribution or circulation in any manner whatsoever and any
unauthorized reading, dissemination, distribution or copying of this communication is prohibited unless otherwise expressly authorized. Please ensure that
you have read “Risk Disclosure Document for Capital Market and Derivatives Segments” as prescribed by Securities and Exchange Board of India before
investing in Indian Securities Market. In so far as this report includes current or historic information, it is believed to be reliable, although its accuracy and
completeness cannot be guaranteed.

e This publication has not been reviewed or authorized by any regulatory authority. There is no planned schedule or frequency for updating research
publication relating to any issuer.

¢ Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets

Disclaimer for U.S. persons only: This research report is a product of Emkay Global Financial Services Limited (Emkay), 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 Financial Institutions Regulatory Authority (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 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.

Emkay Research is also available on www.emkayglobal.com and Bloomberg EMKAY<GO>. Please refer to the last page of the report on Restrictions on Distribution. In Singapore, this research report or research analyses may only be distributed to Institutional Investors, Expert Investors or Accredited
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ANALYST CERTIFICATION BY EMKAY GLOBAL FINANCIAL SERVICES LIMITED (EGFSL)

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is,
or will be, directly or indirectly, related to specific recommendations or views expressed in the report. The research analyst (s) primarily responsible of the
content of this research report, in part or in whole, certifies that he or his associate! does not serve as an officer, director or employee of the issuer or the
new listing applicant (which includes in the case of a real estate investment trust, an officer of the management company of the real estate investment
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