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RITES reported Q2FY24 Revenue was at ¥5.49bn (-13% YoY & +9.1% QoQ) with Consultancy
Key Stock Data — Domestic revenue at 92.76bn (+8.4 YoY & +16.2% QoQ) and Consultancy- Abroad revenue
CMP T441.3/- at 2179mn (down from?326mn YoY). There was lower execution in exports and Turnkey
Target Price 2475 (+7.6%) segments which declined 99%/6.3% YoY to ¥7mn/22.23bn respectively. EBIDTA was at ?7.1 1bn
Market Cap (€mn.) GRS (down 29.9% YoY) and PAT at ¥1.17bn (-11.3%YoY & +21.6% QoQ).The company registered
! EBITDA Margins of 20.2% as against 25% YoY & 25.1% QoQ. EBITDA Margins are in pressure
52W High/Low 584/306 due to increase in competition, as moving away from nomination and there will be stress in the
Shares o/s (mn.) 240.3 margin going ahead in the entire four segments. While the margins of the Consultancy
NSE Code RITES Domestics/Abroad segment stood at 42.1% /9.9 % Leasing/Export/Turnkey projects reported EBIT
BSE Code 541556 margins of 40.4%/-315.3% /1% respectively. The company declared 2nd interim dividend of
Bloomberg RITE:IN 4.5 per share taking THFY24 dividend to 98.25 with annudlized dividend yield is healthy at

Shareholding Pattern

Sep'23 (%)

~4%.
Orderbook stood at¥55.29bn as of Q2FY24 end with break up as follows: 48% from the
Consultancy (926.4bn), 46% from the Turnkey (¥25.4bn), 1% from the Exports (€590mn), 3%

Promoters 72.2
i 127 from the Leasing (¥1.9bn), and 2% (<1bn) from the REMCL segment. 51% of the projects in the
order book are through the nomination and the balance 49% is through competitive bidding.
gl 4o Projects secured during the quarter were at €3.29bn with Consultancy at ¥2.6bn, Turnkey at
Public 1.1 <180mn and Lease at ¥510mn.
It has an Export order book of 255bn (2.2x FY23 revenue) but export order is 1% in this book.
(& mn) Company is L1 in export order to Bangladesh (coaches worth Z15bn), Mozambique (Locos/wagons
FY20 FY21 FY22 worth ¥5bn) and Zimbabwe order. It expects these orders to get LoA in Q3FY23 and revenue
Net Sales 24,006 18,432 25,752 generation is expected from FY25.
EBIDTA 6,021 5,056 6,520 High margin quality assurance (~15% contribution to revenue) revenue has declined by 25%. In
5‘?;‘;,7;4 (%) 25.1 27.4 25.3 terms of Quality assurance/Inspection business, the revenue has dropped to €780mn wherein
PAT 5,964 4,244 4,971 earlier average revenue in QA was around ¥900-1000mn, this is mainly due to increasing
EPS 3) 2 g P competitive bidders & the management is trying to diversify the client base to Non Indian Railways
DPS ) 16.0 13.0 17.0 clients in this segment & guiding to reach historical revenues till FY25.
ROE (%) 23.1 18.3 20.7 In Q2FY24 secured 70 orders inflows worth 23.29bn which stood at 0.85 orders per day, RITES
ROCE (%) 28.9 221 26.2 has guided to win 1 order a day in upcoming months. It has tied up with IRFC/PFC & other players
P/E (x) 17.8 25.0 21.3 IRFC to handle Due diligence for them regarding their Investment Proposals, expecting more
EV/EBITDA (x) 62 106 s opportunities to receive from them.
P/BV (x) a3 » » REMCL has surpassed the Revenue & Profits of last year It has seen 15-16% revenue increase,
- . - Higher other income is primarily attributed to dividend of ¥267mn from REMCL.
Total Capex of 630mn in 1HFY24 and ¥1.25-1.5bn of capex target in FY24 and going ahead it
FY23  FY24E  FY2SE
will be in the range of ¥1bn/year
Net Sales 25,196 24,573 30,799
EBIDTA 6,553 5,162 8,031 S S
%%m} s s an Key Highlights for Quarter
PAT 5305 4,118 5,959
EPS }) 22.1 17.1 24.8 » Q2FY24 Performance down due to lower execution Exports & Turnkey — RITES
DPS ) 20.5 17.0 22.0 Q2FY24 Revenue was at 35.4%bn (-13%YoY & +9.1%QoQ) with Consultancy —
Eggéo(/z;o) ;;i 1:;} ;23 Domestic revenue at 32.76bn (+8.4% YoY& +16.2% QoQ) and Consultancy- Abroad
P/E (x) 20.0 257 17.8 revenue at I179mn (down from ¥326mn YoY). There was lower execution in exports and
EV/EBITDA (x) 15.2 12.6 9.4 Turnkey segments which declined 99%/6.3% YoY to ¥7mn/32.23bn respectively. EBIDTA
P/BV () 4.2 41 4.0 was at T1.11bn (down 29.9% YoY) and PAT at T1.17bn (-11.3%YoY& +21.6%

Source: Company, Way2Wealth QoQ).The company registered EBITDA Margins of 20.2% as against 25% YoY& 25.1%

QoQ. EBITDA Margins are in pressure due to increase in competition, as moving away
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segments. While the margins of the Consultancy Domestics/ Abroad segment stood at
42.1%/9.9%; Leasing/Export/Turnkey projects reported EBIT margins of 40.4%/-
315.3%/1% respectively. The company declared 2nd interim dividend of ¥4.5 per share
taking 1HFY24 dividend to I8.25 with annualized dividend yield is healthy at ~4%.
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»  Orderbook stood at ¥55.29bn as of Q2FY24 end with break up as follows: 48% from
the Consultancy (326.4bn), 46% from the Turnkey (%25.4bn), 1% from the Exports
(¥590mn), 3% from the Leasing (31.9bn), and 2% (31bn) from the REMCL segment.
51% of the projects in the order book are through the nomination and the balance 49%
is through competitive bidding. Projects secured during the quarter were at ¥3.29bn with
Consultancy at X2.6bn, Turnkey at ¥180mn and Lease at I510mn.

»  Export opportunity — RITES has an order book of ¥55bn (2.2x FY23 revenue) but export
order is 1% in this book. Company is L1 in export order to Bangladesh (coaches worth
%15bn), Mozambique (Locos/wagons worth ¥5bn) and Zimbabwe order. It expects these
orders to get LoA in Q3FY23 and revenue generation is expected from FY25.

The management is bidding global tenders in regions like Southeast Asia, Africa & Latin
America, due to Global Competitors the Margins for this projects may differ.

The management has guided that they are using 3 fold strategies for bringing back
Revenue to historical levels. Strategy includes putting more focus on Project Consultancy,
Try & Diversify Inspection Segment of business & aggressively Pursue export
opportunities.

»  Quality assurance — High margin quality assurance (~15% contribution to revenue)
revenue has declined by 25%. In terms of Quality assurance/Inspection business, the
revenue has dropped to I780mn wherein earlier average revenue in QA was around
Z900-1000mn, this is mainly due to increasing competitive bidders & the management is
trying to diversify the client base to Non Indian Railways clients in this segment & guiding
to reach historical revenues till FY25.

» In Q2FY24 secured 70 orders inflows worth ¥3.29bn which stood at 0.85 orders per
day, RITES has guided to win 1 order a day in upcoming months. It has tied up with
IRFC/PFC & other players IRFC to handle Due diligence for them regarding their
Investment Proposals, expecting more opportunities to receive from them.

»  REMCL has surpassed the Revenue & Profits of last year, Indian Railway is main client for
REMCL & also RMCL has declared dividends. REMCL has seen 15-16% revenue increase,
Higher other income is primarily attributed to dividend of ¥267mn from REMCL..

»  Total Capex of T630mn in THFY24 and 1.25-1.5bn of capex target in FY24 and going
ahead it will be in the range of I1bn/year.

View

RITES saw weak Q2FY24 due to low execution primarily in Exports and Turnkey projects.
Q2FY24 was 5™ consecutive quarter of YoY revenue decline and has also seen sharp cut in
margins, impacted from competitive intensity. Stabilisation in revenue is expected post receipt
of export order of ¥30bn+ where it is L1.While domestic consultancy looks good the
international number is weak. On export orders, new inflows — beyond Bangladesh,
Mozambique and Zimbabwe — are speculative. Without timely conversion of the won orders
into execution, RITES is at risk moderate revenue growth. The increasing Railway and Road
capex is throwing massive opportunities in various areas of consultancy for the company along
with other business verticals to grow. Hence, we view it as ACCUMULATE stock with a fair
value of ¥470-475.
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FINANCIALS
(¥ mn)
Q2FY24 Q2FY23  VAR[%] Q1FY24 VAR [%] 1HFY24 1HFY23 VAR [%]
Revenue from Operations 5,493 6,317 (13.0) 5,037 9.1 10,529 12,100 (13.0)
Employee Expenses 1,188 1,193 (0.4) 1,235 (3.8) 2,423 2,476 (2.1)
Employee Exps. as a %age of sales 21.6 18.9 274 24.5 (289) 23.0 20.5 255
Travel 142 124 13.7 127 11.9 268 249 7.5
Travel as a Y%age of sales 2.6 2.0 61 2.5 6 2.5 2.1 48
Supply & Services 2,734 2,589 5.6 1,901 43.8 4,635 4,666 (0.7)
Supplies & Services as a Y%age of sales 49.8 41.0 879 377 1,203 44.0 38.6 545
Export Purchases 209 196 6.6 56 2727 265 500 (46.9)
Export Purchases as a %0age of sales 3.8 3.1 70 1.1 269 2.5 4.1 (161)
Inventory Changes of Stock in Trade (204) 277 (173.9) 208 (198.3) 4 444 (99.2)
Other Expenses 317 359 (11.6) 248 27.9 565 624 (9.5)
Other Expenses as a %age of sales 5.8 57 9 4.9 426 5.4 5.2 21
EBIDTA 1,107 1,579 (29.9) 1,263 (12.3) 2,370 3,141 (24.5)
EBITDA Margins % 20.2 25.0 (483) 25.1 (491) 22.5 26.0 (345)
Other Income 514 312 64.6 177 190.6 691 626 10.3
Depreciation 117 151 (22.3) 140 (16.1) 257 279 (8.0)
EBIT 1,504 1,740 (13.6) 1,300 15.7 2,804 3,488 (19.6)
Interest 14 11 28.8 9 55.4 24 23 2.6
PBT 1,490 1,729 (13.8) 1,291 154 2,781 3,465 (19.7)
Tax 324 415 (22.0) 332 (2.4) 656 859 (23.6)
Profit After Tax 1,166 1,314 (11.3) 959 21.6 2,125 2,607 (18.5)
EPS 4.9 5.5 4.0 8.8 10.8
Source: Company, Way2Wealth
SEGMENTAL PERFORMANCE
(¥ mn)
Q2FY24 Q2FY23 VAR[%] Q1FY24 VAR [%] 1HFY24 1HFY23 VAR [%]

REVENUES

Consultancy-Domestic 2,757 2,543 8.4 2,373 16.2 5,130 4,928 4.1

Consultancy-Abroad 179 245 (27.0) 326 (45.0) 505 698 (27.6)

Export Sales 7 788 (99.1) 385 (98.1) 392 1,590 (75.4)

Leasing-Domestic 313 355 (11.8) 308 1.7 621 692 (10.2)

Turnkey Cons Proj-Domestic 2,236 2,386 (6.3) 1,645 35.9 3,881 4,192 (7.4)
Total Segment Revenue 5,493 6,317 (13.0) 5,037 9.1 10,529 12,100 (13.0)
EBIT

Consultancy-Domestic 1,161 1,150 1.0 1,046 11.0 2,207 2,185 1.0

Margin % 42.1 45.2 -312 44.1 (199) 43.0 44.3 132

Consultancy-Abroad 18 70 (74.6) 147 (88.0) 165 317 (48.0)

Margin % 9.9 28.4 (1,852) 45.1 (3,522) 32.6 45.4 (1,277)

Export Sales (23) 180 112.6 43 (153.2) 20 384 94.8

Margin % (315.3) 22.8  (33,807) 11.1 (32,638) 5.1 24.1 (1,902)

Leasing-Domestic 127 129 (1.9) 114 10.9 241 267 (9.9)

Margin % 40.4 36.3 406 37.0 336 38.7 38.6 14

Turnkey Cons Proj-Domestic 22 86 (74.6) 40 (44.8) 62 157 (60.7)

Margin % 1.0 3.6 (263) 2.4 (143) 1.6 3.7 (215)

Source: Company, Way2Wealth

Way2Wealth Brokers Pvt. Ltd. (CIN u67120KA2000PTC027628) SEBI Rgn. No. : INH200008705
Registered Office: Rukmini Towers, 3'& 4""Floor, # 3/1, Platform Road, Sheshadripuram, Bangalore - 560 020,

Website: www.way2wealth.com Email: research@way2wealth.com EWAYZW EALTH

Way2wealthResearch is also available on Bloomberg WTWL<GO>


https://www.way2wealth.com/
https://www.way2wealth.com/

W WAY2WEALTH

Research Desk <nw

RITES Ltd.
Result Update

November 0314, 2023

FINANCIALS & VALUATIONS

4P age

(< mn)

FY19 FY20 FY21 FY22 FY23 FY24E FY25E
Net Sales 19,690 24,006 18,432 25,752 25,196 24,573 30,799
EBIDTA 5,167 6,021 5,056 6,520 6,553 5,162 8,031
EBIDTA Margin (%) 26.2 25.1 27.4 25.3 26.0 21.0 26.1
PAT 4,447 5,964 4,244 4,971 5,305 4,118 5,959
EPS () 18.5 24.8 17.7 20.7 22.1 17.1 24.8
DPS ) 12.8 16.0 13.0 17.0 20.5 17.0 22.0
RoE (%) 18.7 23.1 18.3 20.7 21.2 15.4 19.8
RoCE (%) 26.4 28.9 22.1 26.2 25.5 16.7 22.7
P/E (x) 23.8 17.8 25.0 21.3 20.0 257 17.8
EV/EBITDA (x) 18.5 16.2 19.6 15.5 15.2 12.6 9.4
P/BV (x) 3.8 4.3 4.6 4.4 4.2 4.1 4.0
Debt / Equity 1.0 1.1 1.1 1.2 1.1 0.9 0.7
Interest Coverage 234 272 199 137 90 115 177
Cash Balances 34,634 36,184 33,190 32,663 33,967 32,995 49,376
Source: Company, Way2Wealth
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Disclaimer

Analyst Certification: |, Jayakanth Kasthuri, the research analyst and author of this report, hereby certify that the views expressed in this
research report accurately reflect our personal views about the subject securities, issuers, products, sectors or industries. It is also certified
that no part of the compensation of the analyst(s) was, is, or will be directly or indirectly related to the inclusion of specific recommendations
or views in this research. The analyst(s), principally responsible for the preparation of this research report, receives compensation based on
overall revenues of the company (Way2Wealth Brokers Private Limited, hereinafter referred to as Way2Wealth) and has taken reasonable care to
achieve and maintain independence and objectivity in making any recommendations.

It is confirmed that Jayakanth Kasthuri, the author of this report has not received any compensation from the companies mentioned in the
report in the preceding 12 months. Our research professionals are paid in part based on the profitability of Way2Wealth, which include earnings
from other business. Neither Way2Wealth nor its directors, employees, agents or representatives shall be liable for any damages whether direct
or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the
information contained in this report.

This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to
you. Way2Wealth is not soliciting any action based upon it. Nothing in this research shall be construed as a solicitation to buy or sell any security
or product, or to engage in or refrain from engaging in any such transaction. The contents of this material are general and are neither
comprehensive nor appropriate for every individual and are solely for the informational purposes of the readers. This material does not take
into account the specific objectives, financial situation or needs of an individual/s or a Corporate/s or any entity/s.

This research has been prepared for the general use of the clients of the Way2Wealth and must not be copied, either in whole or in part, or
distributed or redistributed to any other person in any form. If you are not the intended recipient you must not use or disclose the information
in this research in any way. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same
time. Way2Wealth will not treat recipients as customers by virtue of their receiving this report. The distribution of this document in other
jurisdictions may be restricted by the law applicable in the relevant jurisdictions and persons into whose possession this document comes should
inform themselves about, and observe any such restrictions.

The report is based upon information obtained from sources believed to be reliable, but we do not make any representation or warranty that it
is accurate, complete or up to date and it should not be relied upon as such. Way2Wealth or any of its affiliates or employees makes no
warranties, either express or implied of any kind regarding any matter pertaining to this report, including, but not limited to warranties of
suitability, fitness for a particular purpose, accuracy, timeliness, completeness or non-infringement. We accept no obligation to correct or
update the information or opinions in it. Way2Wealth or any of its affiliates or employees shall not be in any way responsible for any loss or
damage that may arise to any person from any inadvertent error in the information contained in this report. The recipients of this report should
rely on their own investigations. In no event shall Way2Wealth be liable for any damages of any kind, including, but not limited to, indirect,
special, incidental, consequential, punitive, lost profits, or lost opportunity, whether or not Way2Wealth has advised of the possibility of such
damages.

This material contains statements that are forward-looking; such statements are based upon the current beliefs and expectations and are
subject to significant risks and uncertainties. Actual results may differ from those set forth in the forward-looking statements. These
uncertainties include but are not limited to: the risk of adverse movements or volatility in the securities markets or in interest or foreign
exchange rates or indices; adverse impact from an economic slowdown; downturn in domestic or foreign securities and trading conditions or
markets; increased competition; unfavorable political and diplomatic developments; change in the governmental or regulatory policies; failure
of a corporate event and such others. This is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument or to
participate in any particular trading strategy. No part of this material may be copied or duplicated in any form by any means or redistributed
without the written consent of Way2Wealth. In no event shall any reader publish, retransmit, redistribute or otherwise reproduce any
information provided by Way2Wealth in any format to anyone. Way2Wealth and its affiliates, officers, directors and employees including persons
involved in the preparation or issuance of this report may from time to time have interest in securities / positions, financial or otherwise in the
securities related to the information contained in this report.

To enhance transparency, Way2Wealth 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.

Disclosure of Interest Statement in RITES Ltd. as on 03 November2023

Name of the Security RITES Ltd.
Name of the analyst Jayakanth Kasthuri
Analysts’ ownership of any stock related to the information No
contained
Financial Interest
Analyst : No
Analyst’s Relative : Yes / No No
Analyst’s Associate/Firm : Yes/No No
Conflict of Interest No
Receipt of Compensation No
Way2Wealth ownership of any stock related to the information NIL
contained
Broking relationship with company covered NIL
Investment Banking relationship with company covered NIL

This information is subject to change without any prior notice. Way2Wealth reserves at its absolute discretion the right to make or refrain from
making modifications and alterations to this statement from time to time. Nevertheless, Way2Wealth is committed to providing independent and
transparent recommendations to its clients, and would be happy to provide information in response to specific client queries.

Investment in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee
performance of the intermediary or provide any assurance of returns to investors.
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