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Stock Update
Stellar quarter, strong visibility ahead; Retain Buy

(%) 1m 3m 6m 12m

Absolute -2.7 25.8 31.7 -5.8

Relative to Sensex 0.9 22.2 23.0 -12.5

Kalpataru Power Transmission

Reco: Buy  |  CMP: Rs459

Key points

 �  Accelerated execution leads to strong 
revenue: Kalpataru Power Transmission Limited 
(KPTL) reported revenue growth of 29% y-o-y 
to Rs. 2,491 crore during Q4FY2019, driven by 
healthy order execution of its ongoing projects. 
Meanwhile, margins remained flat at 10.7%, as 
stellar top-line growth was dragged down by a 
significant rise in raw-material cost and certain 
operating expense (sub-contracting cost up 
39.7% and employee cost up 25.8%). Operating 
profit grew by 27.4% y-o-y to Rs. 266.4 crore. 
Stronger revenue for the quarter resulted in 
higher adjusted profit after tax (PAT), growing by 
30.6% y-o-y to Rs. 137 crore despite lower other 
income (down 30.8% y-o-y). 

 �  Order backlog remains strong: Broadly, all 
business segments of KPTL are on a strong 
growth trajectory. Management expects strong 
order inflow traction in oil and gas and railways 
and order inflow in the T&D segment broadly 
from international markets. Order book remains 
strong at around Rs. 14,068 crore (+13% y-o-y), 
which provides strong revenue visibility (2x TTM) 
ahead. Execution remains strong across verticals. 
Moreover, new orders entering the execution 
stage will help KPTL report high double-digit 
revenue growth in FY2020. Management has 
reiterated its order inflow guidance of Rs. 10,000 
crore in FY2020, of which 40% will arise from 
railways and pipeline segments and T&D would 
account for the balance. Moreover, KPTL has L1 
position for orders worth over Rs. 1,500 crore, 
providing further order inflow visibility. KPTL 
expects strong order inflow in railways and oil 
and gas segments over the next three years. In 
railways, the company expects opportunities 
from electrification, track doubling/renewal and 
station redevelopment and tenders of around Rs. 
10,000 crore - Rs 20,000 crore to be floated. The 
company is also witnessing good order awards 
from PSUs and private companies in the oil and 
gas sector and expects tenders of around Rs. 
5,000 crore – 6,000 crore to be floated in the 
oil and gas division, further healthy tendering 
pipeline in green energy corridor corresponding 
to T&D. Management remains optimistic 
about prospects in international markets. Key 
geographies include Bangladesh, Africa and 
SAARC countries; and management is exploring 
railway EPC orders in these countries.

 �  Control over working capital and debt to 
strengthen the balance sheet: Net working 
capital (ex-cash) is under control and the 
company has reduced the standalone debt for 

Promoters
60%

FII
5%

DIIs
25%

Others
10%

200

250

300

350

400

450

500

550

M
ay

-1
8

S
ep

-1
8

Ja
n-

19

M
ay

-1
9



Sharekhan Stock Update

May 10, 2019 12

Results (Standalone) Rs cr
Particulars Q4FY19 Q4FY18 YoY % Q3FY19   QoQ %
Net Sales         2,491         1,931        29.0    1,725             44.5 
Operating expenditure         2,225         1,722        29.2    1,541             44.4 
Operating profit            266            209        27.4        184             44.9 
Other income                 8              11      (30.8)          11           (34.3)
Interest              32              31          2.4          31               2.3 
Depreciation              24              19        23.9          23               2.8 
PBT            218            170        28.6        141             54.7 
Tax              82              65        25.4          49             65.8 
Reported PAT            137            105        30.6          92             48.8 
M2M losses                -                  -    NA           -    NA 
Adj PAT            137            105        30.6          92             48.8 
EPS (Rs.)             8.9             6.8        30.6         6.0             48.8 
OPM (%)           10.7           10.8      (13.6)       10.7               3.3 
NPM (%)             5.5             5.4          6.6         5.3             16.0 
Tax Rate (%)           37.3           38.3      (95.3)       34.8           249.9 
Source: Sharekhan

the year. Further, the company is looking forward 
to sell its four transmission BOT assets and is in 
talks with one of the bidders. Proceeds from the 
sale will help the company in further reducing 
debt in the short term and help the company with 
more acquisitions in smaller markets (such as 
acquisition of Swedish company, Linjemontage). 
Value unlocking from transmission BOT assets 
and turnaround of Shubham Logistics, where 
management is focussed on growing its revenue, 
will further improve the growth prospects.

 �  Maintain Buy with an unchanged PT of Rs. 
552: KPTL was ahead of our expectations 
for Q4FY2019. Supported by execution in 
the non-T&D segment, the overall growth 

outlook is healthy. With improvement in order 
intake from overseas, state T&D and orders 
from the green energy corridor, the medium 
to long-term growth drivers are in place. The 
company has maintained 15-20% (expecting 
12% revenue growth from T&D and 30-35% 
revenue growth from railways and oil and gas) 
guidance with stable margins of 11% for FY2020. 
Focus on working capital and debt reduction 
will strengthen the balance sheet. Given the 
healthy growth outlook and value-unlocking of 
subsidiaries, we expect revenue and earnings 
CAGR of 15% and 19% over FY2018-FY2021E. 
We maintain our Buy rating on the stock with 
an unchanged price target (PT) of Rs. 552 on an 
SoTP basis. 

Valuations (Standalone) Rs cr
Particulars FY17 FY18 FY19 FY20E FY21E
Net Sales     4,894    5,741    7,115    8,378    9,662 
Growth 13.8% 17.3% 23.9% 17.8% 15.3%
OPM 10.8% 11.0% 10.9% 11.0% 11.1%
Adj Net Profit         269       322       401       509       594 
Adj EPS(Rs.)        17.5      21.0      26.2      33.2      38.7 
EPS Growth (%) 40% 20% 25% 27% 17%
PER (x)        26.5      22.2      17.8      14.0      12.0 
P/BV (x)          2.9        2.6        2.3        2.0        1.8 
EV/EBITDA (x)        12.8      10.9        8.9        8.1        6.8 
ROCE (%)        17.5      18.9      20.9      23.2      23.9 
ROE (%)        11.5      12.3      13.6      15.3      15.9 
Source: Sharekhan

Sum Of Part Valuation
Valuation Value/share Basis of valuation and multiple
KPTL 488 Valued at 14x its FY2021E earnings
JMC 54 Valued at 30% holding discount to the current Mcap
SSL 7 Valued on 35% discount to potential valuation
Others 5 Valued at 25% discount to equity invested in SPV and other investments
Total Value 552 Price Target
Source: Sharekhan
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