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Sensex 62,207
Nifty 18,402
Key Stock Data

CMP %373.1/-
Target Price T425(+13.9%)
Market Cap (Imn.) 389,656.6
52W High/Low 433/226
Shares o/s (mn.) 240.3
NSE Code RITE:IN
BSE Code RITES
Bloomberg 541556

Shareholding Pattern

Mar’23 (%)

Promoters 72.2
Dlls 15.9
Flls 3.4
Public 10.5
(¥ mn)
FY20 FY21 FY22
Net Sales 24,006 18432 25752
EBIDTA 6,021 5,056 6,520
EBIDTA Margin
(%) 25.1 274 25.3
PAT 5,964 4,244 4,971
EPS R) 24.8 17.7 20.7
DPS () 16.0 13.0 17.0
ROE (%) 20.4 16.8 19.7
ROCE (%) 305 15.7 228
P/E (x) 15.0 21.1 18.0
EV/EBITDA (x) 13.5 16.3 13.0
P/BV (X) 3.6 3.9 3.7
FY23P FY24E FY25E
25,196 29,484 32,316
Net Sales
EBIDTA 6,553 8,987 10,006
EBIDTA Margin
(%) 26.0 305 310
PAT 5,305 5,694 6,361
EPS R) 22.1 23.7 26.5
DPS () 20.5 22.0 24.0
ROE (%) 212 19.5 20.2
ROCE (%) 247 25.4 26.9
P/E (x) 16.9 15.7 14.1
EV/EBITDA (x) 12.7 11.7 115
P/BV (x) 3.6 3.3 3.1

Source: Company, Way2Wealth

RITES Ltd

Summary

RITES reported Q4FY23 Revenue at ¥6.6bn (-11.4%YoY | +1.3%QoQ) led by Consultancy —
Domestic revenue at €2.86bn (+2.8% YoY & +14.2% QoQ) and Consultancy — Abroad revenue
at ¥544mn (from 365mn YoY). EBIDTA was at €1.71bn (down 8.8% YoY) and PAT at ¥1.38bn
(+6.5% YoY). The company registered EBITDA Margins of 25.9% in Q4FY23 as against 25.1%
YoY & 26.3% QoQ. Export sales of ®934mn (down 74.6% YoY)with slowdown in rolling stock
orders. The rolling stock export orders are long-period orders (3-4 years) and the management
expects the spillover of export revenue of FY23 to be seen in FY24. The company expects good
export orders in FY24 as negotiations with interested parties are at an advanced stage.

Leasing revenue was at 2331mn (-2% YoY) while Turnkey at ~%2.3bn (+58.4% YoY). While the
margins of the Consultancy Domestics/ Abroad segment stood at 46.8%/67.4%,
Leasing/Export/Turnkey projects reported EBIT margins of 28.8%/10.9% /3.1% respectively. The
Board of Directors have recommended a final dividend of ¥ /share (60% of paid-up share capital)
for FY23, making the total dividend payout ratio of 92.8% in FY23.

The Quality Assurance business contributed revenue of ¥3.93bn in Q4FY23 with a growth of
20% YoY. The company expects the QA business to grow at a healthy rate moving forward.
Orderbook stood at €58.7bn as of Q4FY23 end with break up as 45% from the Consultancy
(226.57bn), 49% from the Turnkey (¥28.5bn), 2% from the Exports (¥ 990mn), 3% from the
Leasing (¥1.64bn), and 2% (Z1bn) from the REMCL segment.

The company’s Capex target range is €1bn for FY24. As of 31 March 2023, the cash balances on
the balance sheet was at ¥33.97bn. The company generated OCF of ¥4714.7mn in FY23
(22910.9mn in FY22) on the back of higher profit and better-working capital management.
OCF/EBITDA conversion stood at 72% against 45% the previous year.

Key Highlights for Quarter

JAYAKANTH KASTHURI

jayakanthk@way2wealth.com

> Q4FY23 sequential revenue growth led by 14.2% QoQ growth in consultancy
business — RITES Q4FY23 Revenue was at 36.6bn (-11.4%YoY / +1.3%QoQ) led by
Consultancy — Domestic revenue at I2.86bn (+2.8% YoY & +14.2% QoQ) and
Consultancy- Abroad revenue at ¥544mn (from ¥365mn YoY). EBIDTA was at 1.7 1bn
(down 8.8% YoY) and PAT at %1.38bn (+6.5%YoY). The company registered EBITDA
Margins of 25.9% in Q4FY23 as against 25.1% YoY& 26.3% QoQ. Export sales of
3934mn (down 74.6% YoY) with slowdown in rolling stock orders. The rolling stock
export orders are long-period orders (3-4 years) and the management expects the
spillover of export revenue of FY23 to be seen in FY24. The company expects good
export orders in FY24 as negotiations with interested parties are at an advanced stage.
Leasing revenue was at I331mn (-2% YoY) while Turnkey at ~32.3bn (+58.4%
YoY).While the margins of the Consultancy Domestics/ Abroad segment stood at
46.8%/67.4%,Leasing/Export/Turnkey ~ projects  reported  EBIT  margins  of
28.8%/10.9%/3.1%respectively. The Board of Directors have recommended a final
dividend of I6/share (60% of paid-up share capital) for FY23, making the total
dividend payout ratio of 92.8% in FY23. The dividend will be paid in FY24 subject to
the approval of shareholders.

»  Orderbook stood at T58.7bn as of Q4FY23 end with break up as follows: 45% from the
Consultancy (326.57bn), 49% from the Turnkey (328.5bn), 2% from the Exports
(F990mn), 3% from the Leasing (31.64bn), and 2% (Z1bn) from the REMCL segment.
53% of the projects in the order book are through the nomination and the balance 47%
is through competitive bidding.

»  Consultancy remained the highest revenue and profit earning segment. The foreign
consultancy’s segment reported the highest-ever revenue of I1592mn in FY23 and
increased its share to 13% v/s 10% in FY22. The company’s order book of ¥26.57bn in
the Consultancy segment is to be executed over the next two years. The Quality
Assurance business contributed revenue of I3.93bn in Q4FY23 with a growth of 20%
YoY. The company expects the QA business to grow at a healthy rate moving forward.
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» REMC business — In Q4FY23, the business recorded revenue of I310mn, a healthy
performance on account of energy management activities. The business has seen the
highest-ever revenue and profit recorded during FY23. The company aims to maintain
healthy growth in the REMC business as it’s a high margin business.

»  The company’s Capex target range is I1bn for FY24. As of 31 March 2023, the cash
balances on the balance sheet was at ¥33.97bn.The company generated OCF of
I4714.7mn in FY23 (X2910.9mn in FY22) on the back of higher profit and better-
working capital management. OCF/EBITDA conversion stood at 72% against 45% the
previous year.

View

The increasing Railway and Road Capex in the Union Budget 2023-24 is throwing massive
opportunities in various areas of consultancy for the company along with other business
verticals to grow. With a good orderbook position, efficient execution prowess, clean balance
sheet, high return ratios, and healthy dividend payout, we expect the company to post
healthy number going forward; hence, we view it as ACCUMULATE stock with a fair value
of 415-425.
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FINANCIALS
(< mn)
Q4FY23 Q4FY22 VAR[%] Q3FY23 VAR [%] FY23 FY22 VAR [%]
Revenue from Operations 6,590 7,442 (11.4) 6,506 1.3 25,196 25,752 (2.2)
Employee Expenses 1,355 1,342 1.0 1,245 8.8 5,077 5,164 (1.7)
Employee Exps. as a %age of sales 20.6 18.0 253 19.1 143 20.1 20.1 10
Travel 153 124 23.4 134 13.8 537 422 27.3
Travel as a %age of sales 2.3 1.7 66 2.1 25 2.1 1.6 49
Supply & Services 2,542 1,769 43.7 2,532 0.4 9,740 5,899 65.1
Supplies & Services as a %age of sales 38.6 23.8 1,481 38.9 (33) 38.7 22.9 1,575
Export Purchases 350 1,401 (75.0) 137 155.3 987 4,780 (79.4)
Export Purchases as a %age of sales 5.3 18.8 (1,351) 2.1 320 3.9 18.6 (1,465)
Inventory Changes of Stock in Trade 39 481 91.9 404 (90.4) 887 1,508 41.2
Other Expenses 447 457 (2.3) 345 29.3 1,416 1,458 (2.9)
Other Expenses as a Y%age of sales 6.8 6.1 63 5.3 5,788 5.6 57 (4)
EBIDTA 1,705 1,868 (8.8) 1,709 (0.2) 6,553 6,520 0.5
EBITDA Margins % 259 25.1 76 26.3 (40) 26.0 25.3 69
Other Income 312 205 51.8 254 22.9 1,192 860 38.6
Depreciation 148 227 (34.7) 167 (11.3) 593.8 584.7 1.6
EBIT 1,868 1,847 1.2 1,795 4.1 7,151 6,795 5.2
Interest 23 13 77.9 20 16.5 66 50 33.5
PBT 1,845 1,834 0.6 1,775 3.9 7,085 6,746 5.0
Tax 461 535 (13.8) 460 0.2 1,780 1,775 0.3
Profit After Tax 1,384 1,299 6.5 1,315 5.2 5,305 4,971 6.7
EPS 5.8 5.4 5.5 22.1 20.7
Source: Company, Way2Wealth Research
SEGMENTAL PERFORMANCE
(< mn)
Q4FY23 Q4FY22  VAR[%] Q3FY23 VAR [%] FY23 FY22 VAR [%]
REVENUES
Consultancy-Domestic 2,866 2,788 2.8 2,510 14.2 10,303 9,151 12.6
Consultancy-Abroad 544 365 49.0 350 55.4 1,592 1,039 53.2
Export Sales 554 2,502 (77.9) 934 (40.7) 3,078 9,658 (68.1)
Leasing-Domestic 331 338 (2.0) 355 (6.8) 1,377 1,310 5.2
Turnkey Cons Proj-Domestic 2,296 1,450 58.4 2,357 (2.6) 8,845 4,594 92.5
Total Segment Revenue 6,590 7,442 (11.4) 6,506 1.3 25,196 25,752 (2.2)
EBIT
Consultancy-Domestic 1,342 1,187 13.0 1,150 16.7 4,676 3,713 25.9
Margin % 46.8 42.6 423 45.8 102 45.4 40.6 481
Consultancy-Abroad 367 211 73.9 152 140.8 836 586 42.7
Margin % 67.4 57.7 965 43.5 2,392 52.5 56.3 (385)
Export Sales 60 361 83.3 252 (76.1) 696 2,158 67.7
Margin % 10.9 14.4 (354) 27.0 (1,608) 22.6 22.3 27
Leasing-Domestic 95 73 29.7 116 (18.3) 479 454 5.5
Margin % 28.8 217 705 32.8 (406) 347 34.6 10
Turnkey Cons Proj-Domestic 71 83 (14.9) 119 (40.1) 346 124 179.8
Margin % 3.1 5.8 (266) 5.0 (193) 3.9 2.7 122

Source: Company, Way2Wealth Research
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FINANCIALS & VALUATIONS

(T mn)

FY19 FY20 FY21 FY22 FY23P FY24E FY25E

Net Sales 19,690 24,006 18,432 25,752 25,196 29,484 32,316
EBIDTA 5,167 6,021 5,056 6,520 6,553 8,987 10,006
EBIDTA Margin (%) 26.2 25.1 27.4 25.3 26.0 30.5 31.0
PAT 4,447 5,964 4,244 4,971 5,305 5,694 6,361
EPS R) 18.5 24.8 17.7 20.7 22.1 23.7 26.5
DPS R) 12.8 16.0 13.0 17.0 20.5 22.0 24.0
RoE (%) 19.4 20.4 16.8 19.7 21.2 19.5 20.2
RoCE (%) 28.1 30.5 15.7 22.8 24.7 25.4 26.9
P/E (x) 20.2 15.0 21.1 18.0 16.9 15.7 14.1
EV/EBITDA (x) 154 13.5 16.3 13.0 12.7 11.7 11.5
P/BV (x) 3.2 3.6 3.9 3.7 3.6 3.3 3.1
Debt / Equity 1.0 0.9 1.1 1.2 1.1 0.7 0.5
Interest Coverage 234 272 199 137 90 119 183
Cash Balances 34,634 36,184 33,190 32,663 33,967 38,615 47,427

Source: Company, Way2Wealth Research
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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 23 May 2023

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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