
Investment Argument

Ÿ KPTL (Standalone) reported an increase of 25/21/39% yoy in

2QFY20 Revenues/EBITDA/PAT respectively, ahead of KIE's

estimates on account of better execution across segments.

Sharp jump in PAT is also led by a reduced tax rate. Working

capital cycle has witnessed moderation on lower receivables with

the company improving on collection efficiencies since Sep

2019.

Ÿ KPTL (Standalone) received an order inflow of Rs24.9 bn during

the quarter translating into an order backlog of Rs151.3 bn, up 7%

yoy. It has an L1 position of around Rs20 bn, which is expected to

get awarded in 2-3 months. On railways and oil & gas, KPTL is

targeting to diversify beyond domestic and expects inflows up to

Rs7-8 bn in railways and up to Rs4-5 bn in oil & gas from

international geographies.

Ÿ Revenue growth guidance increased for FY20. Based on strong

performance witnessed during 1HFY20, the company expects to

grow revenues by 20% in FY20 and margins ranging 10.5-11%.

Ÿ Monetization of power assets is progressing as per the schedule

and expects to complete the process by 3Q/4QFY20. KPTL has

already sold 25% of Indore real estate and expects to complete

the construction of the remaining three towers by Dec 2020. It

also targets monetization of two road projects during FY20 and

expects to refinance the remaining two road projects.

Ÿ The key overhang for the stock would be the pledged

shareholding by promoters and selling of shares to fund real

estate projects. The company doesn't expect pledging to go up

from current levels in the near term. KIE envisages pre-tax RoACE

to remain around 20% in the next two years even on an unadjusted

basis. KIE have target price of Rs 625, based on Sum of the parts,

which includes Rs 450 per share for core construction business,

Rs 70 per share for JMC and Rs 106 per share for various

Infrastructure investments.

Ÿ KPTL's Standalone gross debt increased to Rs9.95 bn as of

September 30, 2019 from Rs6.5 bn as of March 2019 but is largely

in line with KIE's full-year estimate. With monetization proceeds

from sale of T&D assets, improvement in operational cash flows

and lower support to subsidiaries, KPTL expects to become debt-

free by March 2021.

Note: The above is brief note on the company, based on the inputs of research report dated 7th November 2019 

which is available on our website at: https://www.kotaksecurities.com/ksweb/ResearchCall/Fundamental.

Disclaimer: http://bit.ly/2n5AxIE

Kalpataru Power Transmission Ltd 

Pick of the week

13th

Jan’20

Buy

Recommendation

12 Months

Time Period

 420

Current Price

48.8%

Potential Upside

 625

Target Price


	Page 1

