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BEML LTD. Important Data
Q2FY24 Result Highlights Nifty 19,628
o BEML generated strong 14%/59% YoY/QoQ revenue growth in the quarter to ¥9.2bn on  Sensex 65.520
the back of strong order execution.
) ) ) ) ) ) Key Stock Data
o The improved output coupled with easing material costs lead to a 5% YoY increase in  cyp 70 953.8
Gross Profits, with margins jumping 200bps. Market Cap (bn) 7939
o Strategy to increase employee productivity while keeping overall costs stagnant continues ~ 92W High/Low 272111128
to work in the company’s favour as YTD EBITDA margins jump into the black. Shares ofs (crs) 41.64
o , Daily Vol. (3M NSE Avg.) 65,105
o Large orderbook of I130bn and the strong order pipeline will keep the wheels churning at  ggE coge 500048
BEML for the foreseeable future. NSE Code BEML
. Bloomberg Code BEML:IN
Investment Rationale
1. Strong performance in Q2FY24 on the back of greater order execution Shareholding Pattern (%) - Sep’23
Promoter 54.0
BEML continued to display strong business growth in the quarter with the topline growinga  Dlls 6.8
strong 59% QoQ / 14% YoY to 39.2bn on the back of greater efficiency and order E“ZI' ;g-g
uplic .

execution witnessed in the quarter. This strong order execution shows significant traction
being made as the company moves towards greater execution across all of its key

segments — Rail & Metro, Defence & Aviation and Mining & Construction. The company _Financials

expects this greater level of execution efficiency to continue as part of the employee chum (¥ C7)

now focuses on employing modern-technologically adept executives. For FY24E, BEML s Farticulars FY21  Fyzz  FY23
poised to generate a 20% YoY topline growth further cementing the positivity of its strategy ES‘I'.?;:‘E 3?3; 4’2% 3’223
of employing highly skilled executives to improve productivity. With the company aiming for Margin 4% 7% 9%
a strong ~80% topline growth to I70+bn by FY26E, these measures are not just tactical,  pat 69 129 158
but in fact a part of the long-term strategic growth that BEML has penned for itself. EPS 16.5 30.8 378
DPS 6 10 10
2. Double Bonanza on margins RoE 3% 5% 7%
RoCE 4% 8% 12%
The first half of this financial year witnessed a softening in key raw material prices, which Ejg 131 72 62
partially flowed through to BEML in Q2FY24. The long gestation period of BEML'’s products EV/EBITDA 73 33 o7
unfortunately requires orders to be placed well in advance limiting the positive impact of the
drop in feeder prices. On a percentage of revenue basis - Net Material costs dropped Particulars FY24E  FY25E  FY26E
200bps YoY while Gross Profit for the first half of FY24 witnessed a 5% YoY growth. The  Revenue 4774 6,003 7,238
company expects Q3FY24 to witness the full impact of the price drop, which when coupled  EBITDA 644 1,003 1,398
with strong topline growth will ensure a double bonanza on margins. Margin 13% 17% 19%
PAT 412 629 902
3. Defence and Aerospace EPS 986 1505  216.0
DPS N/A N/A N/A
BEML continues to follow the age old adage - “quality over quantity” as it continues to EZ(E:E ;8:2 gg:;: gg:;:
replace employee-heavy processes with tech-enabled processes combined with fewer but PIE 23 15 10
highly tech-adept employees. This strategy continues to play in favour of the company asit  pjg 4 3 2
is able to improve its efficiency while keeping costs and expenses at bay. In spite of an  EV/EBITDA 15 9 7

intentional reduction in team strength to just under ~5,200 employees (as of FY23) from  Source: Company, Way2Wealth
10,000+ employees over a decade ago — BEML has witnessed its Revenue per employee

grow 1.7x to T75 lakh in these last 10 years. With greater technological adoption and the Relative Performance
government's Make in India initiative, we expect employee churn to remain stable while | Return (%) 1Yr 3Yr 5Yr
employee productivity will continue to witness a significant uptrend. BEML 50.4 270.1 221.8
» | G
O Way2Wealth Brokers Pvt. Ltd. (cIn u67120ka2000pTco>MBk&erT RW N - TNRSRNNNR70E
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4. Robust order book and a strong order pipeline

BEML's order book remains quite robust at ¥130bn, which includes 55% worth of Rail &
Metro orders, 35% worth of Defence/Aerospace orders and 10% worth of Mining orders.
Z57bn worth of orders were confirmed and awarded during this fiscal. Key orders confirmed
during Q2FY24 include the ¥32bn rolling stock order for 318 coaches from Bengaluru
Metro for its Phase 2, Phase 2A and Phase 2B corridors, a ~%1.6bn export order for
bulldozers from KAMSS Ltd, Russia and a ¥1bn order for supply of Command Post
Vehicles to the Indian Army.

The pipeline includes ¥30-40bn worth of Rail & Metro Orders, ¥16-17bn worth of Mining &
Construction orders and ¥5-5.5bn worth of Defence & Aerospace orders. Since Mining
orders tend to have a low turnaround time, these orders are usually placed in the latter half
of the fiscal and delivered by the year end. Hence, we expect this segment to witness
strong uptake in the coming quarters.

Currently in dialogue with various African and CIS countries, BEML expects export orders
to jump by 50% YoY in this fiscal. An additional ¥5bn worth of export orders for Mining
products are expected to come in during this year. BEML is likely to grow its order book to
170bn by end of this fiscal year — largely on the back of its high-value Rail & Metro
segment.

In order to ensure a smooth execution of these orders, BEML has budgeted a ¥3.5bn
capacity expansion plan for its Rail & Metro business in Bengaluru. However, this remains
subject to the quantum of new orders received. The current facilities are sufficient to
execute the orders in the current book.

VIEW

BEML witnessed stellar topline growth in the quarter, in line with the company’s guidance to
achieve a 20% YoY growth for FY24. Softening of material prices and improving employee
productivity helped YTD EBITDA jump into the black and makes a strong case for BEML
achieving double digit EBITDA margins for FY24. It's unlikely that the ¥3.5bn cap-ex initiative will
put any significant strain on the company’s financials and remain confident that the additional
capacity will only augment BEML'’s capabilities. Given the strong revenue growth, management
of costs and strong balance sheet, we continue to maintain our BUY recommendation on
the stock trading at P/E 15x FY25E EPS Rs 150.5.
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Revenue

Cost of Matl
Inventory Changes
Employee Exps
Other Exps
EBITDA

EBITDA Margin (%)
Other Income
Finance Cost
Depreciation

PBT

Tax

Net Profit

EPS )

Raw Matl Cost
Gross Margin
Employee Exps
Other Exps

Source: Company, Way2Wealth Research

FINANCIALS & VALUATIONS

Particulars
Revenue
Material Cost
Employees exp
Other exp (Net)
EBITDA
Margin
Depreciation
Other Income
Finance Cost
EBT

PAT

Margin

EPS

Net Worth
Borrowings
Capital Employed
RoE

RoCE

Cash / Bank Balance
PIE

P/B

P/S
EV/EBITDA

Source: Company, Way2Wealth

804.9 13.9
587.6 -19.6
-160.2 113.9
210.8 2.5
124.8 24.0
41.9 46.9
5.2 151
1.3 498.4
10.8 -0.2
16.0 1.7
16.4 159.9
NM

16.4 218.7
3.9 218.7

53.1 90
46.9 -90
26.2 -377
15.5 137

FY21
3,557
2,038
852
529
138
4%

16.5
2,214
642
2,856
3%
4%

576.9
274.0
26.2
209.1
118.1
-50.5
-8.7
1.5
10.0
15.6
-74.6

36.2
20.5

FY22
4,337
2,419
861
747
310
7%
66

6

49
200

58.9
725
-14.9
1.7
31.0
2219
1,545
4123
7.2
0.7
156.9

169.8
169.8

-196
-1,382
-360

FY23
3,899
2,137
840
558
364
9%

1,493.7
746.7
48.5
4147
272.8
11.0
0.7
8.9
20.8
314
-32.1

FY24E FY25E |

4,774
2,700
850
580

1.3
-23.9
128.1

180.8

(ZCr)

6,003
3,400
920
680
1,003
17%
150
35

50
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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 BEML LTD as on 15" November 2023

Name of the Security BEML LTD (BEML)
Name of the analyst Jayakanth Kasthuri
Analysts” ownership of any stock related to the information contained NIL

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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