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2QFY24 RESULT REVIEW

RITES
All eyes on export orders for revenue conversion
Rail Technical and Economic Service (RITE) reported INR 2.7 bn in consultancy,
up 9% annually. While domestic consultancy is moderately growing, the
international number was weak. On export orders, new inflows-
Mozambique, Kenya, and Bangladesh-are yet to translate into LoAs. Given
the lag between winning and executing an order is 12-18 months, the key
lies in squeezing the timeline. While FY24E is a bad year for exports, RITE
will have a strong rebound by FY26E. Thereby, we retain BUY rating with a
target price of INR 621.

Export order wins to LoA will take time…

RITE will add (a) INR 8.5 bn from Zimbabwe (part of a MoU); (b) INR 5 bn from Mozambique
(L1); and (c) INR 8.3 bn from Bangladesh (L1) to its near-zero export backlog. Without
financial closure, RITE has not added them to its order backlog. RITE is confident of converting
L1 to LoA and starting some work by 1QFY25.

…which can impact FY25 revenue

In the past, RITE reiterated that export execution depends on the nature of orders. For instance,
locomotives and normal coaches are executed in 3-9 months. However, coaches like DMU
takes over a year. Given there is a year-long lag between winning an order and the start of
execution, we fear FY25 would need strong non-export drivers like consultancy. With a sticky
base of QA-like works (now down to INR 3 bn from INR 4 bn per annum earlier) under
pressure, it is unclear how FY25 will pan out.

Uncertainty on Zimbabwe export order

RITE expressed optimism on the Zimbabwe export order for INR 8.5 bn. Here the agreement
was signed about four months back, when the Zimbabwe delegation visited India. The
agreement was signed for locomotives and wagons, subject to their funding being approved
by their funding agencies. As of now, Zimbabwe is still in the process of obtaining all requisite
approvals from their government.

Initiatives to diversify beyond QA

As the INR 4 bn booked from QA is open to competition, RITE has witnessed some headwinds.
However, RITE has diversified beyond domestic QA and has started eyeing opportunities in
international QA. RITE is aiming for one order a day-as against 0.85 orders a day now. The
size of one-order-a-day is tricky to guess: as it moves in the range of INR 5 mn to INR 300 mn.
In 2QFY24, RITE won 78 orders in the size of INR 3.3 bn.

EBIT margin compressed by 200 bps annually

In 2QFY24, consultancy clocked 40.1% EBIT margin, as against 43.7% in the base year.
Turnkey continues to maintain its characteristic volatile profile: 2%, as against 3% in 2QFY23.
Management has guided 4% to be the long-run average, which is reflected in the full year.
With export revenue crashing down to INR 7 mn, the current crop of numbers is hardly any
reflection of steady-state.

Investment Summary
Even in a bear case, that is, if exports are won at low margins, we see a 5% net profit CAGR
at the least. We ascribe a (1) PE multiple of 25x for 1HFY26E standalone PAT (15% discount
to BSE CG index); (2) 15x for energy management vertical and other investments at invested
value. With a target price of INR 621, we maintain BUY.

Market data
Sensex : 63,591
Sector : Infra
Market Cap (INR bn) :  106.4
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Financial Highlights
Quarter Ended Year Ended

In INR mn Sep-23 Sep-22 % Chg Jun-23 % Chg 1HFY24 1HFY23 % Chg

Net Sales 5,493 6,316 (13.0) 5,037 9.0 10,530 12,099 (13.0)

EBIDTA 1,107 1,579 (29.9) 1,263 (12.3) 2,370 3,141 (24.5)

Other income 514 312 64.6 177 190.6 691 626 10.3

PBIDT 1,621 1,891 (14.3) 1,440 12.6 3,061 3,767 (18.7)

Depreciation           (117)           (151) (22.3)           (140) (16.1)        (257)        (279) (8.0)

Interest             (14)             (11) 28.8               (9) 55.4          (24)          (23) 2.6

PBT 1,490 1,729 (13.8) 1,291 15.4 2,781 3,465 (19.7)

Tax           (324)           (415) (21.9)           (332) (2.4)        (656)        (858) (23.5)

Adjusted PAT 1,166 1,314 (11.3) 959 21.6 2,125 2,607 (18.5)

Reported PAT 1,166 1,314 (11.3) 959 21.6 2,125 2,607 (18.5)

No. of shares (mn) 240 240 240 240 240

EBIDTA margin (%) 20.2 25.0 25.1 22.5 26.0

PBIDT margin (%) 29.5 29.9 28.6 29.1 31.1

EPS - annualized (INR) 19.4 21.9 (11.3) 16.0 21.6 17.7 21.7 (18.5)
Source: Company, Antique

Operational Highlights
Segment Details             Quarter Ended       Year Ended
All figures in INR mn,
stated otherwise Sep 23 Sep 22 % Chg Jun 23 % Chg FY23 FY22 % Chg

Consultancy-Domestic 2,757         2,542 8.5 2,373 16.2     10,302       9,151 12.6

Consultancy-Abroad 179            245 (26.9) 326 (45.0)       1,592       1,039 53.2

Export 7            787 (99.1) 385 (98.1)       3,077       9,657 (68.1)

Leasing-Domestic 313            355 (11.8) 308 1.7       1,377       1,309 5.2

Turnkey construction- Domestic 2,236         2,385 (6.3) 1,645 35.9       8,846       4,594 92.6

Total segment revenue 5,493 6,314 (13.0) 5,037 9.1 25,194 25,750 (2.2)

Consultancy-Domestic         1,046         1,035 1.0 1342 (22.1) 4676 3713 25.9

Consultancy-Abroad            147            247 (40.5) 367 (59.9) 835 585 42.8

Export              43            204 -79 60 (29.2) 695 2157 (67.8)

Leasing-Domestic            114            138 (17.3) 95 20.0 479 454 5.5

Turnkey construction- Domestic              40              71 (43.7) 71 (44.1) 346 123 181.3

Total segment EBIT 1,389 1,695 (18.0) 1,935 (28.2) 7,031 7,032 (0.0)

Segment margin

Consultancy-Domestic 38% 41% 57% 45% 41%

Consultancy-Abroad 82% 101% 113% 52% 56%

Export 593% 26% 16% 23% 22%

Leasing-Domestic 36% 39% 31% 35% 35%

Turnkey construction- Domestic 2% 3% 4% 4% 3%

Total EBIT margin 25% 27% 38% 28% 27%
Source: Company, Antique
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Financials
Profit and loss account (INR mn)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
Net Revenue  25,750  25,196  21,255  27,112  32,795

Op. Expenses  (19,230)  (18,646)  (16,490)  (20,114)  (25,293)

EBITDA  6,520  6,550  4,764  6,998  7,503

Depreciation  (584)  (594)  (653)  (718)  (790)

EBIT  5,936  5,956  4,111  6,280  6,712

Other income  860  1,192  794  1,002  1,286

Interest Exp.  (50)  (66)  (56)  (68)  (76)

Reported PBT  6,746  7,081  4,849  7,215  7,922

Tax  (1,774)  (1,776)  (1,221)  (1,817)  (1,995)

Reported PAT  4,972  5,305  3,627  5,397  5,926

Net Profit  4,972  5,305  3,627  5,397  5,926

Adjusted PAT  4,972  5,305  3,627  5,397  5,926

Adjusted EPS (INR)  20.7  22.1  15.1  22.5  24.7

Balance sheet (INR mn)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
Share Capital  2,400  2,403  2,403  2,403  2,403

Reserves & Surplus  21,588  22,627  23,715  25,927  28,357

Networth  23,988  25,033  26,118  28,330  30,760

Debt  1,466  2,994  2,994  2,994  2,994

Net deferred Tax liabilities  (520)  (735)  (735)  (735)  (735)

Capital Employed  24,934  27,292  28,377  30,589  33,019

Gross Fixed Assets  6,525  7,094  7,663  7,981  8,581

Accumulated Depreciation  (2,600)  (3,175)  (3,829)  (4,547)  (5,337)

Capital work in progress  580  948  948  948  948

Net Fixed Assets  4,505  4,866  4,782  4,382  4,191

Investments  4,800  1,612  1,612  1,612  1,612

Non Current Investments  4,800  1,612  1,612  1,612  1,612

Current Assets, Loans & Adv.  45,944  47,079  43,963  50,331  59,024

Inventory  1,190  309  116  1,114  1,348

Debtors  6,810  8,693  7,337  9,359  12,579

Cash & Bank balance  32,660  33,967  33,015  35,401  38,807

Loans & advances and others  5,284  4,111  3,494  4,457  6,290

Current Liabilities & Provisions  30,000  29,503  25,214  28,969  35,042

Liabilities  29,140  28,723  24,457  28,226  34,143

Provisions  860  780  757  743  899

Net Current Assets  15,944  17,576  18,749  21,362  23,982

Miscellaneous expenses  (315)  3,238  3,234  3,234  3,234

Application of Funds  24,934  27,293  28,377  30,589  33,019

Per share data
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
No. of shares (mn)  240  240  240  240  240

Diluted no. of shares (mn)  240  240  240  240  240

BVPS (INR) 100.0 104.2 108.7 117.9 128.0

CEPS (INR) 22.5 23.6 17.8 25.5 28.0

DPS (INR)  17.5  18.0  10.6  13.3  14.6

Source: Company, Antique

Cash flow statement (INR mn)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
PBT  6,746  7,081  4,849  7,215  7,922

Depreciation & amortization  552  575  653  718  790

(Inc)/Dec in working capital  (64)  (1,165)  (2,124)  (228)  786

Tax paid  (1,898)  (1,991)  (1,221)  (1,817)  (1,995)

Other operating Cash Flow  (2,426)  213

CF from operating activities  2,910  4,715  2,157  5,888  7,503

Capital expenditure  (773)  (937)  (569)  (318)  (600)

chng in investments  1,530  128  -  -  -

CF from investing activities  757  (809)  (569)  (318)  (600)

Inc/(Dec) in share capital  (3)  3  -  -  -

Inc/(Dec) in debt  (679)  (1,153)  -  -  -

Dividend Paid  (4,205)  (4,326)  (2,539)  (3,184)  (3,496)

Others  629  2,876  -  -  -

CF from financing activities  (4,258)  (2,599)  (2,539)  (3,184)  (3,496)

Net cash flow  (591)  1,307  (951)  2,386  3,407

Opening balance  33,251  32,660  33,967  33,015  35,401

Closing balance  32,660  33,967  33,015  35,401  38,807

Growth indicators (%)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
Revenue 39.7 -2.2 -15.6 27.6 21.0

EBITDA 29.0 0.5 -27.3 46.9 7.2

Adj PAT 17.3 6.7 -31.6 48.8 9.8

Adj EPS 17.4 6.6 -31.6 48.8 9.8

Valuation (x)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
P/E (x)  21.4  20.1  29.3  19.7  18.0

P/BV (x)  4.4  4.3  4.1  3.8  3.5

EV/EBITDA (x) 11.5 11.5 16.0 10.6 9.4

EV/Sales (x) 2.9 3.0 3.6 2.7 2.2

Dividend Yield (%)  4.0  4.1  2.4  3.0  3.3

Financial ratios
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
RoE (%) 21.1 21.6 14.2 19.8 20.1

RoCE (%) 23.5 22.3 14.4 20.8 18.7

Asset/T.O (x) 0.5 0.4 0.4 0.5 0.6

Net Debt/Equity (x) -1.3 -1.4 -1.3 -1.2 -5.8

EBIT/Interest (x) 136 108 87 108 105

Margins (%)
Year-ended 31 Mar FY22 FY23 FY24e FY25e FY26e
EBITDA Margin (%) 25.3 26.0 22.4 25.8 22.9

EBIT Margin (%) 23.1 23.6 19.3 23.2 20.5

PAT Margin (%) 18.7 20.1 16.5 19.2 17.4

Source: Company, Antique
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of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.
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respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations
made by the analyst(s) are completely independent of the views of the affiliates of ASBL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report

Reports based on technical and derivative analysis center on studying charts company's price movement, outstanding positions and trading volume, as opposed to focusing on a company's fundamentals and,
as such, may not match with a report on a company's fundamental analysis. In addition ASBL has different business segments / Divisions with independent research separated by Chinese walls catering to different
set of customers having various objectives, risk profiles, investment horizon, etc, and therefore may at times have different contrary views on stocks sectors and markets.

Unauthorized disclosure, use, dissemination or copying (either whole or partial) of this information, is prohibited. The person accessing this information specifically agrees to exempt ASBL or any of its affiliates or
employees from, any and all responsibility/liability arising from such misuse and agrees not to hold ASBL or any of its affiliates or employees responsible for any such misuse and further agrees to hold ASBL or
any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. The information contained
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or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation have not been reviewed by the third party. This Report is not intended to be a complete
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provide, at any time, any express or implied warranty of any kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose,
and non-infringement. The recipients of this report should rely on their own investigations.

This report is intended for distribution to institutional investors. Recipients who are not institutional investors should seek advice of their independent financial advisor prior to taking any investment decision based
on this report or for any necessary explanation of its contents.
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in the securities mentioned in this report. To enhance transparency, ASBL has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed
in the report.

There are no material disciplinary action that been taken by any regulatory authority impacting equity research analysis activities

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be
directly or indirectly related to the specific recommendations and views expressed by research analyst(s) in this report. The research analysts, strategists, or research associates principally responsible for preparation
of ASBL research receive compensation based upon various factors, including quality of research, investor client feedback, stock picking, competitive factors and firm revenues

Disclosure of Interest Statement Companies where there is interest

 Analyst ownership of the stock - No

 Served as an officer, director or employee - No

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject ASBL & its group companies to registration or licensing requirements within such jurisdictions.

For U.S. persons only: This research report is a product of Antique Stock Broking Limited, 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 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 by Antique Stock Broking Limited only 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, Antique Stock Broking Limited has entered into a chaperoning agreement with a U.S. registered broker-dealer, Marco Polo Securities Inc. ("Marco Polo").
Transactions in securities discussed in this research report should be effected through Marco Polo or another U.S. registered broker dealer.

Compliance/Grievance officer: Ms. Jayshree Thakkar, Contact No: 022-69113461, Email id: jayshree@antiquelimited.com/compliance@antiquelimited.com

Disclaimer that:

 Investment in securities market are subject to market risks. Read all the related documents carefully before investing.
 The securities quoted are for illustration only and are not recommendatory.
 Registration granted by SEBI and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors.

Antique Stock Broking Limited
ITI House
36, Dr. R.K. Shirodkar Marg
Parel (East), Mumbai 400012
Tel. : +91 22 6911 3300 / +91 22 6909 3600
www.antiquelimited.com


