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Key Share Data
Market Cap (Rs.bn) 350

BHEL Q3FY18 results: Inline with expectations . Q3FY18 revenue was up
5% YoY (excl excise) at Rs 64.9 bn inline with our our estimate of Rs 65.2
bn. Gross margin at 40% vs 36% was up 407 bps YoY was led by cost
control measures. Employee cost reduction coupled with raw material
management due to 1) design optimisation 2) indigenization 3) better
sourcing led to improved EBITDA at Rs 4.3bn (+32% YoY). Margins at 4.5%
vs 3.5 expanded 92bps. Interest cost at Rs 610mn vs Rs 263mn,
Depreciation at Rs 1.8bn vs Rs 1.3bn, other income remained flat YoY at

Market Cap (USS mn) 5462

Rs 1.5mn. Tax rate at 19% vs 25% YoY. PAT came at Rs 1.5bn vs Rs 935mn
No of o/s shares (mn) 3671 )
Face Value 2 (+64% YoY).
Monthly 12,894,066
Avg.vol(BSE+NSE) Nos Slow-moving backlog reducing: BHEL reported order inflow of “Rs15.8bn
BSE Code 500103 in Q3FY18 and order book stood at Rs1022bn (+ 4% YoY). Current
NSE Code BHEL executable order has gone up substantially from Rs 547 bn to Rs 810
Bloomberg BHEL IN bn(+48%). BHEL has started execution of Yadadri Power Plant (Rs200bn)

and revenues would start trickling in from Q4FY18 but major revenue
recognition would happen from FY19. BHEL is L1 in tenders worth ~4GW
worth and expect finalization of L1 pipeline over next 3-6 months. Apart
@ from L1, another ~ 4-5GW tenders have been floated in the market. NTPC
@ has floated bulk tenders for FGD for 42 units to meet emission norms
(~33,00MW); however finalization of this order is likely to take time. BHEL
highlighted that pricing pressure continues to be high in the market.

Price performance

Diversification in new areas being a positive for BHEL: In the Industry
segment, BHEL is seeing good opportunities in Solar/Defense/Railways
and Water. It is also looking at new areas like Metro coaches/Electric
mobility/ Electrification in transportation segment. Management was
quite positive on the industry side of the business (Order inflow of Rs 40bn

% Shareholding  Sept-17  Dec-17 in Q3FY18) in which transportation business is doing fairly well (Order
Promoters 63.1 63.1 book of Rs21bn).

Fll 16.0 133

DIl 16.6 18.2  Outlook & Valuation:

Others 43 54  We are positive on the stock in-spite of short term challenges and
Total 100.0 100.0 recommend Buy at the current levels. We value the stock at 12x FY20E

earnings with a TP of Rs 123.

Key Financials

Net Sales % Growth

EBITDA OPM% PAT % Growth ROE % RoCE%

FY16 256127 -22.8% -13666 7.0% -7096 -59.0% -1.9 -53.3 -2.2% -2.5%
FY17 282854 10.4% 11009 3.9% 4958 -150.0% 1.4 76.3 1.5% 3.0%
FY18E 311504 10.1% 26750 8.6% 18626 275.6% 5.1 20.3 5.5% 7.8%
FY19E 341879 9.8% 36599 10.7% 28410 52.5% 7.7 13.3 7.9% 11.3%
FY19E 385062 12.6% 47927 12.4% 37502 32.0% 10.2 10.1 11.3% 13.9%
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Details of projects where L1 position

Contract size for
Company Thermal projects [Project name Contract type [Size(MW) |BHEL (Rs bn) Remarks Status
NTPC Patratu EPC 3X800 117|BHELis L1 Ordering process underway
NTPC Pudimadaka, TG 4X1000 35[Doosan is L1 for bolier and |EC pending; no further progress reported
Visakhapatnam 4X1000 37|BHEL s L1 for TG
UPRVUNL Panki EPC 1x660 BHEL is L1 Environmental Clearance recently received
Hydroelectric projects NA
It was expected to receive final order in Feb-
Telangana State Palamuru Rangareddy (TG 2,600 21|BHELis L1 2017 but no update yet
NHPC Pakal Dul G 4x250 10|BHELis L1 Matter is subjudice
BHEL-L1 220
BHEL 3QFY18 result snapshot
(in Rs mn) 3QFY17 3QFY17 YoY(%) 2QFY17 QoQ(%) ‘
Net Sales 64,944 61,830 5.0% 62,562 3.8%
Other operational income 1,319 1,380 1,287
Net revenues 66,264 63,210 4.8% 63,849 3.8%
(Inc)/Dec in WIP 1,004 (912) (3,350)
Raw material consumption (39,944) (38,674) 3.3% (34,902) 14.4%
Staff cost (13,385) (14,208) -5.8% (13,988) -4.3%
Other items (10,985) (7,176) 53.1% (12,564) -12.6%
Total Expenditure (63,309) (60,971) (64,803)
EBIDTA 2,954 2,239 32.0% (954) -409.7%
Other income 1,375 1,358 1.3% 4,850 -71.7%
EBIDT 4,329 3,596 3,896
Interest (610) (263) 131.8% (552) 10.5%
Depreciation (1,820) (2,088) -12.8% (1,872) -2.7%
VRS write-off, exceptional - - -
PBT 1,898 1,246 52.4% 1,472 28.9%
Tax (367) (310) (318)
PAT 1,532 935 63.8% 1,154 32.8%
Other comprehensive income (27) (60) (27)
Total comprehensive income 1,559 875 78.0% 1,127 38.3%
Sales as % of opening order backlog
Raw Material to Sales 59 63 60
Staff Cost to sales 20 22 22
Other exp to sales 17 11 20
OPM 4.5 35 (1)
Effective tax rate 19 25 22
Gross margin 40 36 39
EPS 0.42 0.25 0.31
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Profit & Loss (Rs Mn) FY16 FY17 FY18E FY19E FY20E Cash Flow Statement (Rs Mn) FY16 FY17 FY18E FY19E FY20E
Net Sales 256,127 282,854 311,504 341,879 385,062 Pre tax Profit (14767) 6278 24835 40586 53575

Add: Dep. & Amortization 9357 8488 9010 9330 9650
Raw Materials (161,188) (171,100) (188,668) (203,988) (229,755) Total tax paid (3074) (1320) (6209) (12176) (16072)
Employee Cost (53,798) (53,999) (56,685) (59,505) (62,352) Other Adjsutments (34086) 55511 (24646) 33866 (460491)
Other Expenses (54,809) (46,746) (39,401) (41,787) (45,027) Cash Profit (42570) 68957 2990 71606 (413338)
Cost of Sales (269,794) (271,845) (284,754) (305,280) (337,135) (Inc) / Decin

Sundry Debtors 1043 7586 6360 (3673) 83129

Operating Profit (13,666) 11,009 26,750 36,599 47,927 Inventories 22298 (20154) 212 (1281) 94947
Depreciation (9,357) (8,488) (9,010) (9,330) (9,650) Loans & Advances 253 (31968) (3329) (4732) 42199
PBIT (23,024) 2,520 17,739 27,268 38,277 Current liabilities & Trade paybles 22419 (14808) (1065) (14086) 226492
Other Income 14,977 7,264 8,550 13,317 15,297 Change in Working Capital 46012 (59344) 2179 (23773) 446767
Interest (3,595) (3,506) (1,455) 0 0 CF from Operating Activities 3442 9613 5169 47834 33429
Prior period items 0 0 0 0 0
Profit Before Tax (11,641) 6,278 24,835 40,586 53,575 CF from Investing Activities 529 3969 3550 8317 10297
Provision for Tax 4,546 (1,320) (6,209) (12,176) (16,072)
PAT (7,096) 4,958 18,626 28,410 37,502 CF from Financing Activities (1239) (5113) (7938) (8523) (11251)
Extra ordinary Items 0 0 0 0 0
Share of JV/ Associate 0 0 0 0 0 Cash Generated (Utilised) 2733 8469 782 47628 32475
Adj. PAT (7,096) 4,958 18,626 28,410 37,502 Cash atthestart of year 98127 100860 104918 105700 153327

Cash atthe end of year 100860 104918 105700 153327 185803

Ratios FY16 FY17 FY18E FY19E FY20E

OoPM (5.3) 39 8.6 10.7 124
Balance Sheet (Rs Mn) FY16 FY17 FY18E FY19E FY20E NPM (2.8) 18 6.0 8.3 9.7
Equity Capital 4,895 4,895 7,343 7,343 7,343 Tax Rate % (39.0) (21.0) (25.0) (30.0) (30.0)
Reserves 316,916 318,049 331,088 350,974 377,226
Net Worth 321,811 322,944 338,430 358,317 384,569 Growth Ratio (%)

Net Sales (15.1) 104 10.1 9.8 12.6
Long term borrowings 0 0 0 0 0 Operating Profit (165.1) (180.6) 143.0 36.8 31.0
Short term borrowings 1,263 896 0 0 0 PAT (150.0) (169.9) 275.6 52.5 320
Total Debt 1,263 896 0 0 0
Capital Employed 323,074 323,840 338,430 358,317 384,569 Per Share

Earning Per Share (EPS) (1.9) 14 5.1 7.7 10.2
Gross Block 133,465 138,287 143,287 148,287 153,287 Cash Earnings (CPS) 0.6 37 75 103 128
Accumulated Depreciation 93,840 102,328 111,339 120,669 130,319 Dividend 04 0.4 13 20 26
Net Block 39,625 35,959 31,948 27,618 22,968 Book Value 87.7 88.0 92.2 97.6 104.7
Capital WIP 3,095 1,595 1,595 1,595 1,595 Free Cash flow (2,064) 6,291 169 42,834 28,429
Total Fixed Assets 42,720 37,554 33,544 29,213 24,563

Valuation Ratios
Goodwill & Intagible 84 88 88 88 88 P/E (x) -53.3 763 203 13.3 10.1
Investments 6,642 6,614 6,614 6,614 6,614 P/B (x) 1.2 12 1.1 11 1.0
Inventories 96,022 73,724 93,878 93,665 94,947 EV/Sales 11 1.0 0.9 0.7 0.5
Sundry debtors 335,574 318,633 307,237 280,996 295,390 EV/EBIDTA -204 249 10.2 6.1 4.0
Cash & bank 100,860 104,918 105,700 153,327 185,803 Div. Yield (%) 0.4 0.4 13 19 25
Loans & advances and Othi 2,422 2,169 34,137 37,466 42,199 FCF Yield (%) (2,004) 6,108 164 41,586 27,601
Other current assets 30,714 30,188 30,188 30,188 30,188

Return Ratios (%)
Trade Paybles (94,446) (93,403) (85,816) (79,456) (83,129) ROE 22 1.5 55 79 9.8
Current Liabilities (124,506)  (103,130)  (125,525)  (132,950)  (143,363) ROCE* 25 3.0 7.8 113 13.9
Provisions (109,604) (91,929) (102,475) (101,697) (109,592) *includes other income
Working Capital 237,036 241,170 257,323 281,540 312,442
Deffered Tax Liabilities 36,592 38,414 40,861 40,861 40,861
Capital Deployed 323,074 323,840 338,430 358,317 384,569
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Disclaimer

Dalal & Broacha Stock Broking Pvt Ltd, hereinafter referred to as D& B (CIN_U67120MH1997PTC111186) was established in 1997 and is an
integrated financial services player offering an extensive range of financial solutions and services to a wide spectrum of customers with varied
needs ranging from equities to mutual funds to depository services.

D&B is a corporate trading member of Bombay Stock Exchange Limited (BSE), National Stock Exchange of India Limited (NSE). D&B along with
its affiliates offers the most comprehensive avenues for investments and is engaged in the securities businesses including stock broking
(Institutional and retail), depository participant, portfolio management 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.dalal-broacha.com

D&B is registered as Research Analyst with SEBI bearing registration Number INH000001246 as per SEBI (Research Analysts) Regulations, 2014.

D&B 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 any time in the past. It 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.

SEBI and Stock Exchanges have conducted the routine inspection and based on their observations have issued advice letters or levied minor
penalty on D&B for certain operational deviations in routine course of business.

D&B 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 D&B (Research Entity) and its Research Analyst under SEBI (Research Analyst) Regulations, 2014 with reference to the
subject company(s) covered in this report-:

D&B or its associates may have financial interest in the subject company.

D&B or its associates do not have any material conflict of interest in the subject company.

The Research Analyst or Research Entity (D&B) has not been engaged in market making activity for the subject company.

D&B or its associates may have actual/beneficial ownership of 1% or more securities of the subject company at the end of the month

immediately preceding the date of publication of Research Report.

Disclosures in respect of Research Analyst:

Whether Research Analyst or his/her relatives have actual/beneficial ownership of 1% or more securities | No
of the subject company at the end of the month immediately preceding the date of publication of
Research Report:

Whether the Research Analyst or his/her relative’s financial interest in the subject company. No
Whether the research Analyst has served as officer, director or employee of the subject company No
Whether the Research Analyst has received any compensation from the subject company in the past | No
twelve months
Whether the Research Analyst has managed or co-managed public offering of securities for the subject | No
company in the past twelve months
Whether the Research Analyst has received any compensation for investment banking or merchant | No
banking or brokerage services from the subject company in the past twelve months
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Whether the Research Analyst has received any compensation for products or services other than | No
investment banking or merchant banking or brokerage services from the subject company in the past
twelve months

Whether the Research Analyst has received any compensation or other benefits from the subject | No
company or third party in connection with the research report

D&B and/or its affiliates may seek investment banking or other business from the company or companies that are the subject of this material.
Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect
opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment
decisions that may be 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 D&B 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 D&B.
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 D&B . All trademarks, service marks and logos used in this report are trademarks or registered
trademarks of D&B 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

Contact Email ID Contact No. Sector

Mr. Kunal Bhatia kunal.bhatia@dalal-broacha.com 022 67141442 Auto, Auto Ancillary, FMCG
Ms.CharulataGaidhani charulata.gaidhani@dalal-broacha.com 022 67141446 Pharma /Healthcare

Mr. AvinashKumar avinash.kumar@dalal-broacha.com 022 67141441 Capital Goods

Ms. Abhilasha Satale abhilasha.satale@dalal-broacha.com 022 67141439 Mid Cap

Mr. Mayank Babla mayank.babla@dalal-broacha.com 022 67141412 IT/Media/Telecom

Ms. Richa.Singh richa.singh@dalal-broacha.com 022 67141444 Analyst

Address: - 508, Maker Chambers V, 221 Nariman Point, Mumbai 400 021
Tel: 91-22- 2282 2992, 2287 6173, (D) 6630 8667 Fax: 91-22-2287 0092
E-mail: research@dalalbroachaindia.com, equity.research@dalal-broacha.com
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