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Subdued Quarter; Healthy Order Book Provides Revenue Visibility
Engineers India (ENGR) reported a revenue of Rs6.8bn (down 19% YoY and up 5% QoQ) in 
3QFY22 vs. our estimate of Rs9bn, due to lower sales in turnkey projects. Revenue of consultancy 
segment increased by 1% YoY to Rs3.6bn, while revenue of turnkey segment declined by 33% 
YoY to Rs3.2bn. EBITDA fell by 17% YoY (up 4% QoQ) to Rs625mn (our estimate of Rs1.1bn), 
while EBITDA margin increased by 20bps YoY to 9.2%. EBIT margin of consultancy segment 
declined by 160bps YoY to 23.8%, while that of turnkey segment increased by 70bps YoY to 
2.1%. PAT came in at Rs680mn (down 23% YoY, up 14% QoQ) vs. our estimate of Rs1.1bn, due to 
both a lower revenue and other income. We believe the strong track record in consultancy of 
complex and high-value projects, debt-free status, negative working capital cycle, and being a 
beneficiary of large government projects places ENGR in a sweet spot. For FY22, we lower the 
revenue/PAT estimates by 8.1%/8.2% factoring the lower execution in turnkey segment during 
3QFY22. We largely maintain the revenue and PAT estimates for FY23 and FY24. Keeping the 
target multiple unchanged, we maintain our BUY rating on the stock, with a 1-year SOTP-
based unrevised Target Price of Rs117, valuing its core business at 10x FY24E earnings 
(Rs95) and investments at book value (Rs22).

Healthy Order Book Provides Revenue Visibility 
For 9MFY22, the company’s order inflow grew by 74% YoY to Rs15bn, led by the consultancy 
segment, while the order book declined by 1% YoY to Rs82.1bn (2.4x  FY22 revenue). The 
company has received orders of Rs10.4bn from Chennai Petro and a consultancy project worth 
Rs1.1bn from Numaligarh Refinery during 9MFY22. We expect order inflows of ~Rs20bn in 
FY22E. Some large projects that are expected in the near term include HMEL’s petrochemical 
expansion and MRPL’s petchem expansion. 

Outlook & Valuation 
We expect ENGR to witness order inflows of ~Rs20bn in FY22E and mainly in the consultancy 
segment. Negative working capital cycle, robust business model, strong clientele base, strong 
track record in consultancy of complex/high-value projects, debt-free status, and being a 
beneficiary of large government projects places ENGR in a sweet spot. Though the exposure 
to a single sector is a major concern, the company is planning to diversify into strategic crude 
oil storage, water/waste-water management, non-ferrous metallurgy, ports and LNG. ENGR 
was looking for optimum deployment of its cash since a long time and got the opportunity to 
diversify and utilize the cash in high-IRR projects. Considering its asset-light business model, 
strong clientele base, foray into newer segments and healthy execution track record, we 
maintain our BUY rating on ENGR, with a SOTP-based 1-year unrevised Target Price of 
Rs117. We value its core business at 10x FY24E earnings (Rs95) and investments at book 
value (Rs22).

Share price (%) 1 mth 3 mth 12 mth

Absolute performance  (2.6)  (6.7)  (7.2)

Relative to Nifty  (0.4)  (4.5)  (23.8)

Shareholding Pattern (%) Sep-21 Dec-21

Promoter 51.5 51.3

Public 48.5 48.7

Recos/View Old Revised Change

Recos BUY BUY n

Price Target (Rs) 117 117 n

h Upgrade           n Maintain      i Downgrade

Change of Estimates
(% change) FY22E FY23E FY24E

Revenue  (8.1) - -

EBITDA  (8.6) - -

EBITDA Margin  (7)bps - -

PAT  (8.2) - -

EPS  (8.2) - -

1 Year Stock Price Performance

Note: * CMP as on February 15, 2022

Key Financials
Y/E Mar (Rs mn)  FY20  FY21  FY22  FY23E  FY24E 

Revenue  32,030  31,046  33,688  42,589  45,695 

EBITDA  4,430  3,377  3,936  4,850  5,352 

EBITDA Margin (%)  13.8  10.9  11.7  11.4  11.7 

Net profit  4,302  4,144  3,792  4,802  5,349 

EPS Rs)  7.7  7.4  6.7  8.5  9.5 

P/E (x)  8.8  9.1  10.0  7.9  7.1 

P/B (x)  1.6  2.2  2.0  1.7  1.6 

EV/EBITDA (x)  1.1  3.2  2.6  0.8  0.1 

ROE (%)  18.6  20.5  21.0  23.5  23.3 
Source: RSec Research

Research Analyst:
Arafat Saiyed

Contact : (022) 41681371 / 9819503007
Email : arafat.saiyed@relianceada.com

Please refer to the last page for change in rating guideline and time horizon for target price.
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Quarterly Performance 
3QFY22 3QFY21  YoY (%) 2QFY22  QoQ(%)  RSec - Est 

Deviation from

 YE Mar (Rs mn)   our est. (%)  

 Net Sales  6,816  8,367  (18.5)  6,479  5.2  9,025  (24.5)

 Raw material  3,117  4,592  (32.1)  2,846  9.5 

 Employee cost  2,342  2,170  7.9  2,323  0.8 

 Other operating exp  732  855  (14.4)  706  3.6 

 Total Expenditure  6,191  7,617  (18.7)  5,875  5.4 

 EBITDA  625  751  (16.8)  603  3.6  1,154  (45.8)

 Other Income  382  480  (20.4)  284  34.6 

 Interest  2  4  (44.5)  2  (1.9)

 Depreciation  78  51  54.0  53  49.0 

 PBT  926  1,176  (21.2)  832  11.3 

 Tax  246  294  (16.3)  238  3.4 

 Tax rate (%)  26.5  25.0  28.5  (7.1)

 Adj. PAT  680  882  (22.9)  595  14.4  1,117  (39.1)

 EOI  -    -    -   

 Reported PAT  680  882  (22.9)  595  14.4 

 OCI  (4)  (36)  (5)  (30.1)

 Net Income (Inc OCI)  677  846  (20.0)  589  14.8 

 EPS (Rs)  1.2  1.6  (22.9)  1.1  14.4 

% of Sales  
Change  

in bps 
Change  

in bps 
Change  

in bps 

Raw Material  45.7  54.9  (915)  43.9  180 

Employee Cost  34.4  25.9  843  35.9  (149)

Other Exp  10.7  10.2  52  10.9  (16)

EBITDA  9.2  9.0  20  9.3  (15)  12.8  (361)

Adjusted Net Profit  10.0  10.5  (56)  9.2  80  12.4  (239)

Source: Company, RSec Research

Key Risks
	f Longer-than-expected impact of COVID-19 on key businesses

	f Excessive dependence on government orders

	f Delay in order execution
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Conference Call – Key Takeaways 
1.	 Order Inflow: Order inflow for 9MFY22 improved by 74% YoY to Rs15bn, led by 

consultancy segment, while the order book declined by 1% YoY to Rs82.1bn (2.4x of 
FY22 revenue). Key orders received during 9MFY22 were:

•	 Consultancy project worth Rs1.1bn from Numaligarh Refinery expansion projects 
for revamp of delayed coker unit (DCU).

•	 Consultancy project worth Rs562mn from Oil India for upgradation of Numaligarh-
Siliguri Product Pipeline (NSPL) for transportation of additional products, from 
existing 1.72mmtpa to 5.5mmtpa. 

•	 EPCM services worth Rs490mn from Assam Bio Refinery at Numaligarh 

•	 Consultancy project worth Rs385mn from HPCL-Mittal Energy for Guru Gobind 
Singh Polymer Addition Project, Bathinda

•	 Consultancy projects worth Rs7.4bn and Rs2.98bn from Chennai Petro for 
Nagapattinam.  

2.	 Order Pipeline:

•	 We expect the company to report order inflows of Rs20bn in FY22E.

•	 Order prospects remain healthy with a large order from Kaveri Basin to come in 
FY22.

•	 Mangalore refinery project is expected to come in FY22, for which the feasibility 
study has already been completed.

3.	 Higher Competitive Intensity: Competitive intensity increased significantly due to 
scarcity of orders. There were few orders since the last couple of quarters and the 
competition was aggressive. Nomination-based orders reduced significantly for ENGR.

4.	 Lower Margin vs. Long-term Average: EBIT margin of turnkey segment stood at 2.6% 
in 9MFY22 vs. the long-term average of 7-8%. The margin continues to remain subdued 
over the past couple of quarters, mainly due to low-margin Vizag refinery order, which 
is likely to be completed in the next few quarters. We expect blended EBITDA margin 
of 11-12% in FY22E, factoring an EBIT margin of ~3.5%/~27% in turnkey/consultancy 
segments.

5.	 Healthy Cash & Liquid Investment of Rs14.7bn: ENGR was looking for optimum 
deployment of cash since a long time. It got the opportunity to diversify and utilize 
the cash in high IRR projects. In FY21, the company invested Rs12.5bn in 3 projects -- 
Ramagundam Fertilizers (Rs4.9bn), NELP (Rs1bn) and Numaligarh Refinery (Rs7bn), and 
still managed to maintain a cash position of Rs12.5bn and liquid investment of Rs2bn 
(39% of m-cap). It has maintained a healthy average dividend payout ratio of ~67% 
over FY17-FY21.
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Estimate Change & Revision in Target Price
For FY22, we lower the revenue/PAT estimates by 8.1%/8.2% factoring the lower execution 
in turnkey segment during 3QFY22. We largely maintain the revenue and PAT estimates 
for FY23 and FY24. We expect ENGR’s revenue and earnings to clock 14% and 10% 
CAGR respectively, over FY21-FY24E. We expect the company to witness order inflows of 
~Rs20bn in FY22E. Negative working capital, robust business model, strong clientele base, 
strong track record in consultancy of complex/high-value projects, debt-free status, and 
beneficiary of large government projects places ENGR in a sweet spot. The company has a 
huge pipeline of projects, which are likely to come in the next couple of years. Considering 
its asset-light business model, strong clientele base, foray into newer segments and 
healthy execution track record, we maintain our BUY rating on the stock, with a 
SOTP-based 1-year unrevised Target Price of Rs117. We continue to value its core 
business at 10x FY24E earnings (Rs95) and investments at boo`k value (Rs22).

Revised vs. Old Estimates
Y/E Mar Old Revised Change (%)

(Rs mn)  FY22E  FY23E  FY24E  FY22E  FY23E  FY24E  FY22E  FY23E  FY24E 

Net Revenues  36,655  42,548  45,693  33,688  42,589  45,695  (8.1) - -

EBITDA  4,309  4,845  5,353  3,936  4,850  5,352  (8.6) - -

EBITDA Margin (%)  11.8  11.4  11.7  11.7  11.4  11.7  (7)bps - -

Net profit  4,132  4,801  5,350  3,792  4,802  5,349  (8.2) - -

EPS Rs)  7.4  8.5  9.5  6.7  8.5  9.5  (8.2) - -

Source: RSec Research

ESG Analysis
Analyzing ENGR on 20 key criteria under ESG Matrix, we have assigned an overall score 
of 64% to the company. Under “Environmental Head”, we have assigned 61% score, as 
the company has initiated several measures on energy-saving and clean energy front, 
although its operations have material impact on the ecology. Under “Social Head”, we 
have assigned 60% score, with ENGR scoring high on customer satisfaction as well as on 
employee engagement front. Under “Governance Head”, the company scores 70% with 
decent performance across criteria. (please refer to page no 69 and 70 for detailed ESG 
analysis).w

For detailed report on our ESG analysis of ENGR please click here (please refer to page 
no.69-70 for detailed ESG analysis).

https://www.reliancesmartmoney.com/docs/default-source/research-reports/capital-goods/capital-goods--sector-updates-051021.pdf
https://www.reliancesmartmoney.com/docs/default-source/research-reports/capital-goods/capital-goods--sector-updates-051021.pdf
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Key Charts

Exhibit 3: Quarterly PAT Trend Exhibit 4: Book to bill

Source: Company, RSec Research Source: Company, RSec Research

Exhibit 5: Quarterly Order Book trend Exhibit 6: Quarterly Order inflow trend

Source: Company, RSec Research Source: Company, RSec Research

Exhibit 1: Quarterly Revenue trend Exhibit 2: Quarterly EBITDA Trend

Source: Company, RSec Research Source: Company, RSec Research
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Exhibit 7: 1-Year Forward PE Chart Exhibit 8: 1-Year Forward PBV Chart

Source: Company, RSec Research Source: Company, RSec Research
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Profit & Loss Statement
Y/E Mar (Rs mn)  FY20  FY21  FY22E  FY23E  FY24E 
Sales  32,030  31,046  33,688  42,589  45,695 

Growth (%)  31.0  (3.1)  8.5  26.4  7.3 

Total Expenditure  27,600  27,669  29,752  37,739  40,343 

Cost of Materials  15,576  16,631  15,368  14,906  15,993 

Employee costs  8,443  8,582  11,173  12,777  13,709 

Others  3,581  2,456  3,211  10,057  10,641 

EBITDA  4,430  3,377  3,936  4,850  5,352 
Growth (%)  21.0  (23.8)  16.6  23.2  10.4 

EBITDA Margin (%)  13.8  10.9  11.7  11.4  11.7 

Depreciation  238  234  262  295  310 

EBIT  4,192  3,143  3,674  4,555  5,042 
Growth (%)  22.0  (25.0)  16.9  24.0  10.7 

EBIT Margin (%)  13.1  10.1  10.9  10.7  11.0 

Interest & other Charges  17  37  9  -    -   

Other Income  2,580  1,949  1,463  1,866  2,110 

Exceptional items  -    (1,550)  -    -    -   

PBT  6,755  5,055  5,128  6,420  7,151 

Growth (%)  18.8  (25.2)  1.4  25.2  11.4 

Tax  2,453  911  1,336  1,618  1,802 

Tax rate (%)  36.3  18.0  26.1  25.2  25.2 

Reported PAT  4,302  2,595  3,792  4,802  5,349 
Growth (%)  15.9  (39.7)  46.1  26.7  11.4 

Net Margin (%)  13.4  8.4  11.3  11.3  11.7 

Adjusted PAT  4,302  4,144  3,792  4,802  5,349 
Fully Diluted EPS (Rs)  7.7  7.4  6.7  8.5  9.5 
Growth (%)  15.9  (3.7)  (8.5)  26.7  11.4 

Balance Sheet
Y/E Mar (Rs mn)  FY20  FY21  FY22E  FY23E  FY24E 
Share capital  3,160  2,810  2,810  2,810  2,810 

Reserves  20,295  14,200  16,305  18,860  21,399 

Net worth  23,455  17,010  19,116  21,670  24,209 

Total borrowings  49  37  -    -    -   

Deferred tax  (2,695)  (3,336)  (3,003)  (2,702)  (2,432)

Other Non-current Liabilities  120  63 

Total liabilities  20,929  13,773  16,113  18,967  21,776 
Gross block  5,087  5,278  5,589  5,899  6,207 

Less: Acc. depreciation  2,869  3,103  3,365  3,660  3,970 

Net block  2,218  2,175  2,224  2,238  2,237 

CWIP  21  11  10  9  8 

Goodwill  33  26  26  26  26 

Other Non-current Assets  451  615 

Investments  5,714  14,532  15,736  17,040  18,454 

Current assets  39,157  23,087  25,806  34,658  38,610 
Inventories  66  19  74  93  100 

Debtors  6,661  5,184  6,461  8,401  9,389 

Cash  27,225  12,585  11,888  16,829  19,105 

Loans and advances  143  159  923  1,167  1,252 

Other current assets  5,061  5,140  6,461  8,168  8,764 

Current liabilities  20,746  19,044  20,767  26,253  28,168 

Provisions  5,918  7,629  6,922  8,751  9,389 

Net current assets  12,492  (3,585)  (1,883)  (346)  1,052 

Total Assets  20,929  13,773  16,113  18,967  21,776 
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Cash Flow Statement
Y/E Mar (Rs mn)  FY20  FY21  FY22E  FY23E  FY24E 

Cash flow from operating activity

PBT  6,755  5,055  5,128  6,420  7,151 

Add: Depreciation  238  234  262  295  310 

EOI  -    (1,550)

Add: Interest  17  37  9  -    -   

Less: taxes paid  (2,220)  (1,621)  (1,336)  (1,618)  (1,802)

Add: other adjustments  (688)  99  (1,168)  300  270 

Less: working capital changes  (385)  (657)  (346)  3,405  877 

Total operating cash flows  3,717  1,598  2,549  8,803  6,807 

Operating CF w/o WC changes  4,102  2,255  2,895  5,398  5,930 

Cash flow from investing activity
Capital expenditure  (172)  (110)  (310)  (309)  (308)

Change in investments  (4,173)  6,121  (1,204)  (1,304)  (1,413)

Investment Income  2,070  1,862 

Total investing cash flow  (2,275)  7,873  (1,514)  (1,613)  (1,721)
Cash flow from financing activity
Share issuances  0  (7,265)  -    -    -   

Change in borrowings  (27)  (28)  (37)  -    -   

Dividend  (3,301)  (1,744)  (1,686)  (2,248)  (2,810)

Interest payment  (9)  -    -   

Total financing cash flow  (3,328)  (9,037)  (1,732)  (2,248)  (2,810)
Net change in cash  (1,885)  434  (697)  4,941  2,276 
Opening cash & CE  2,130  245  12,585  11,888  16,829 
Closing cash & CE  245  678 
Other Bank balances  26,981  11,907 
Closing cash & Bank  27,225  12,585  11,888  16,829  19,105 

Key Ratio
Y/E Mar  FY20  FY21  FY22E  FY23E  FY24E 

Valuation Ratio (x)

P/E  8.8  9.1  10.0  7.9  7.1 

P/CEPS  8.3  13.4  9.4  7.4  6.7 

P/BV  1.6  2.2  2.0  1.7  1.6 

Dividend yield (%)  8.6  2.6  4.4  5.9  7.4 

EV/Sales  0.2  0.3  0.3  0.1  0.0 

EV/EBITDA  1.1  3.2  2.6  0.8  0.1 

Per Share Data (Rs)

EPS  7.7  7.4  6.7  8.5  9.5 

Cash EPS  8.1  5.0  7.2  9.1  10.1 

DPS  5.2  2.0  3.0  4.0  5.0 

Book Value  42  30  34  39  43 

Returns (%)

RoCE  29.3  25.2  28.4  31.5  31.2 

RoE  18.6  20.5  21.0  23.5  23.3 

Turnover ratios (x)

Asset Turnover (Gross Block)  6.3  5.9  6.0  7.2  7.4 

Inventory / Sales (days)  1  0  1  1  1 

Receivables (days)  76  61  70  72  75 

Payables (days)  236  224  225  225  225 
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Reliance Securities Limited (RSL), the broking arm of Reliance Capital is one of the India’s leading retail broking houses. Reliance Capital is amongst India’s leading and most valuable 
financial services companies in the private sector. Reliance Capital has interests in asset management and mutual funds, life and general insurance, commercial finance, equities and 
commodities broking, wealth management services, distribution of financial products, private equity, asset reconstruction, proprietary investments and other activities in financial services. 
The list of associates of RSL is available on the website www.reliancecapital.co.in. RSL is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014

General Disclaimers: This Research Report (hereinafter called ‘Report’) is prepared and distributed by RSL for information purposes only.  The recommendations, if any, made herein are 
expression of views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security 
through RSL nor any solicitation or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security(ies) referred to herein. These information / opinions / 
views are not meant to serve as a professional investment guide for the readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely 
on information/data arising out of their own investigations. Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before 
executing any trades or making any investments. This Report has been prepared on the basis of publicly available information, internally developed data and other sources believed by 
RSL to be reliable. RSL or its directors, employees, affiliates or representatives do not assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such 
information / opinions / views. While due care has been taken to ensure that the disclosures and opinions given are fair and reasonable, none of the directors, employees, affiliates or 
representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary damages, including lost profits arising in any way whatsoever from the 
information / opinions / views contained in this Report. 

Risks: Trading and investment in securities are subject to market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved. 
The trades/ investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects 
or returns. The value of securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions, 
micro and macro factors and forces affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk.  Derivative products may also be affected by various risks 
including but not limited to counter party risk, market risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect 
the pricing of derivatives. 

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action 
has been or will be taken by RSL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/
or distributed in any such country or jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to 
inform himself about and to observe any restrictions at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the 
Courts in India.

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions 
in respect of the securities and their respective issuers. None of RSL, research analysts, or their relatives had any known direct /indirect material conflict of interest including any long/short 
position(s) in any specific security on which views/opinions have been made in this Report, during its preparation. RSL’s Associates may have other potential/material conflict of interest 
with respect to any recommendation and related information and opinions at the time of publication of research report. RSL, its Associates, the research analysts, or their relatives might 
have financial interest in the issuer company(ies) of the said securities. RSL or its Associates may have received a compensation from the said issuer company(ies) in last 12 months for the 
brokerage or non brokerage services.RSL, its Associates, the research analysts or their relatives have not received any compensation or other benefits directly or indirectly from the said 
issuer company(ies) or any third party in last 12 months in any respect whatsoever for preparation of this report. 

The research analysts has served as an officer, director or employee of the said issuer company(ies)?: No

RSL, its Associates, the research analysts or their relatives holds ownership of 1% or more, in respect of the said issuer company(ies).?: No

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying, 
distribution of this Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL.

RSL’s activities were neither suspended nor have defaulted with any stock exchange  with whom RSL is registered. Further, there does not exist any material adverse order/judgments/
strictures assessed by any regulatory, government or public authority or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry of 
whatsoever nature instituted or pending against RSL as on the date of this Report.

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of. 

RSL CIN: U65990MH2005PLC154052. SEBI registration no. ( Stock Brokers: NSE - INB / INF / INE 231234833; BSE - INB / INF / INE 011234839, Depository Participants: CDSL IN-DP-257-2016 
IN-DP-NSDL-363-2013, Research Analyst: INH000002384); AMFI ARN No.29889.

Rating Guides
Rating Expected absolute returns (%) over 12 months
BUY ≥10%

HOLD 0% to <10%

SELL <0%

Date Reco CMP TP

16-Nov-21 BUY 71 117

05-Oct-21 BUY 79 117

27-Aug-20 BUY 70 100

08-Nov-19 BUY 111 157

14-Aug-19 BUY 102 163

20-May-19 BUY 115 163

11-Feb-19 BUY 111 158

14-Nov-18 BUY 117 158

13-Aug-18 BUY 123 169

25-Jun-18 BUY 128 169

PLEASE CLICK HERE FOR PREVIOUS REPORTS

Rating History

Change in Ratings

We have changed our rating system and included HOLD recommendation. We 
have BUY, HOLD and SELL recommendation now. 

We have also shifted to 1-Year Target Price from 2-Year Target Price.

https://www.reliancesmartmoney.com/docs/default-source/research-reports/capital-goods/engineers-india---2qfy22-result-update---161121.pdf
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