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D
omestic capital
goods industry is
gearing up for
strong perform-

ance in 2021-22 (FY22), with
margins for theMarch quar-
ter expected to be flat year-
on-year (YoY).

“The revenuevolumesare
lookingup in theMarchquar-
ter and may be up 8-9 per
cent YoY. But with rawmate-
rial prices going up for steel
and other base metals, mar-
gins are seen flat for thequar-
ter,” said Vimal Kejriwal,
managing director and chief
executive officer of KEC
International.

The company’s order
intake in theMarchquarter so
far has been ~9,600 crore.
Another ~6,000 crore are
orderswherethecompanyhas
emergedthelowestbidder,but
is yet to get a formal award of
contract. It aims to end 2020-
21 (FY21) with an order intake
of ~16,000 crore, against
~12,000crore in 2019-20.

“Demand from transmis-
sion and distribution, inter-
national (business), and
green energy corridor in the
domestic market has picked
up well. Oil and gas, water
pipeline, chemicals, and
Metro projects are a few seg-
ments showing healthy
recovery,” said Kejriwal.

Larsen&Toubro (L&T), on
the other hand, could see an
order inflow growth at 15 per
centYoY in the fourthquarter
(Q4), implying the company
will be able to retain 3-per
cent order inflow growth for
the full year (FY21).

“We seepotential formid-
teens order inflow growth in
Q4, ensuring the overall
inflows for FY21 witness
growth, against a broader

expectationofa sharpdecline
a few quarters back,” said
Bernstein in its report.

Order wins for L&T in Q4
wereprimarily ledbydomes-
tic orders (78 per cent of the
overall order mix), although
a mix of international orders
has returned to its normal
run-rate of 25 per cent, said
the Bernstein report.

Domestic orders were
largely led by segments like
railways (Metro and electrifi-
cation) and power genera-
tion, it said.

Meanwhile, there were
some sectors which did not
pickup,belyingexpectations.

“Due to the Covid-19 pan-

demic, there were expecta-
tions of thewarehousing and
pharmaceutical segments
picking up, but these sectors
have not picked up. There is
no widespread growth in
these sectors, which was
strongly against industry
expectations,” said Kejriwal.

Going ahead, the compa-
nies remain bullish on order
flow,coupledwithstrongearn-
ings. “The government is
focused on infrastructure
spend because it recognises
the fact that the driver for the
economy will be infrastruc-
ture. Based on the announce-
ments and initiatives, we
believethere isaconcreteplan

andaconcertedeffort towards
infrastructure spending. We
shallbecloselymonitoringthe
implementationofthevarious
initiatives announced in the
Budget and shall actively
engage in bidding for tenders
to be announced under the
National Infrastructure
Pipeline,” said Sunil Mathur,
managing director and chief
executive officer of Siemens.

For the first quarter of
2020-21 ended December 31,
2020 — Siemens follows an
October-September financial
year cycle — the company
registered revenue from the
continuing operations at
~2,858 crore, a 15.9-per cent
increase over the same quar-
ter in the preceding year.

In the period under
review, the company’s profit
before tax from continuing
operations of ~353 crore was
12.4 per cent of the revenue.

Expansionary FY22 budg-
et, a $1.5-trillion National
Infrastructure Pipeline with
50 per cent visibility, step-up
in road ordering, new
Metro/high-speed rail proj-
ects kickingoff, and tentative
revival in select private capi-
tal expenditure, or capex (i.e.,
metals/energy), signal India’s
capex cycle is finallymoving,
said the JPMorgan report.

“Weestimatea 10-per cent
FY21-23 order book com-
poundannual growth rate for
L&T. Cancellation risks are
lower than before, with focus
onorderquality and funding.
We estimate 21 per cent and
14 per cent consolidated rev-
enue growth in FY22 and
FY23, respectively. We
assume 9.1 per cent/9.3 per
cent core margin, with com-
modities spikeoffsettingpro-
ductivity loss/Covid-cost
reversals and 12 per cent/12.3
per cent Ebitdamargin,” said
the JPMorgan report.
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Mumbai,8March

CanadaPensionPlan
InvestmentBoard(CPPIB),
Canada’slargestpensionfund
manager,issigningajoint
venture(JV)withIndian
developerRMZ,despitefacing
roadblocksinpreviousJVsin
therealestatespace.

CPPIBhadover$475billion
ofassetsundermanagement
globallyasofDecember31,
2020,andinvestedinthereal
estatesectorin20countries.

ThreeofitsIndianpartners
wentaheadandformed
similarJVswithother
investorsinthepast.

Whiletwoofitsprevious
JVs—withShapoorjiPallonji
GroupandAjayPiramal-led
PiramalEnterprises—didnot
takeoff,anotheronewithmall
developerPhoenixMillssaw
theIndianpartnerforminga
similarJVwithSingaporean
fundGICtobuildmalls.

In2013,CPPIBand
ShapoorjiPallonjiGroup
formedaJVtoacquireFDI-
compliantofficebuildingsin
majormetrosinthecountry.
CPPIBowned80percentof
theventurewithaninitial
equitycommitmentof$200
million.TheJVboughtone
assetinChennaiandlatersold
ittoSingaporeaninvestor
Mapletree.Afterthat,theJV
didnotacquireanyproperty.
Later,Shapoorjiformedtie
upswithGermany’sAllianz

groupandAbuDhabi
sovereignfundAbuDhabi
InvestmentAuthority(ADIA)
tobuycommercialproperties.

“Theyhadhighyield
expectationsbutyieldshave
fallenasmanyinvestors
enteredcommercial
properties,pushingup
valuations,”saidaperson,
whodealtwithCPPIBearlier.

Anotherexecutivesaid
CPPIBtookalotoftimeto
makedecisionsduetoits
stringentprocesses.

ManyinvestorssuchasUS-
basedBlackstone,Canada’s
BrookfieldAsset
Management,Xandergroup,
andotherinvestorsputin
billionsofdollarsintoIndian
commercialpropertiesinthe
lastdecade.Theyeventapped
publicmarketsviaREITs.

In2014,CPPIBtiedupwith
AjayPiramal-ledPiramal
Enterprisestofloataventure
togiverupeedebtto
residentialprojectsacross
majorcities.Bothcommitted
$250millionfortheventure.

Buttheventuredidvery
littleintermsof
disbursements,sourcessaid.
PiramallaterfloatedaJVwith
Canada’sCDPQtogiveequity
moneytopropertydevelopers
besidesgivingdebtto
developersonitsown.

However,thetwo
announcedaJVforan
infrastructureinvestment
trustfocusedonrenewable
energy.CPPIBalsoinvested

$225millioninthedistressed
assetsfund.Recently,Piramal
groupedallitsJVswithglobal
investorssuchasCPPIB,
CDPQandothersunder
PiramalAlternatives,itsnew
assetmanagementcompany.

In2017,itformedaJVwith
malldeveloperPhoenixMills
todevelop,ownandoperate
mallsandCPPIBinvestedover
~1,600croreintheventurein
twotranches.Also,Phoenix
Mills,inDecemberlastyear,
floatedasimilarjointventure
withSingapore’sGICtoinvest
initsmallsandoffices.

ToBusinessStandard’s
queriesonpreviousJVs,a
CPPIBspokespersonsaid,
“Weareasignificant investor
inIndia,withCanadian$12
billioninvestedinrealestate,
infrastructure,publicand
privateequities, funds,co-
investmentsandcreditason
December31,2020.Wehave
beeninvesting inIndia
beforeweopenedour
Mumbaioffice in2015.We
don’tgaugeinvestment
returnsbasedonshort-term
performance.Weoperate
withaninvestmenthorizon
thatspansdecades.”

In2017,CPPIBformedaJV
withlogisticscompany
Indospaceandcommitted
$500milliontotheventure.
In2018,CPPIBtook30per
centofIndInfravitTrust, the
country’s firstprivate
infrastructureinvestment
trust.

Canada fundshrugsoff
past experience, renews
interest in Indianrealty

WHAT HAPPENED: It
bought an asset in
Chennai and later sold it
to Mapletree. The JV
didn’t acquire any
property after that

WHAT HAPPENED
NEXT: Shapoorji
formed tie-ups
with Germany's
Allianz group,
ADIA

FIRST JV
In2013,CPPIBandSPGrouppartnered

WHAT HAPPENED: It bought land
parcels in Pune, Bengaluru

WHAT HAPPENED NEXT: Phoenix Mills in December last
year floated a similar JV with Singapore’s GIC

THIRD JV
In2017, itpartneredPhoenixMills todevelop,ownandoperatemalls

WHAT HAPPENED:
The venture did
very little in terms
of disbursements

WHAT HAPPENED NEXT:
Piramal floated a JV with
Canada's CDPQ to give
equity to developers

SECOND JV
In2014,CPPIBtiedupwithPiramal
Enterprisestogiverupeedebtto
residentialprojects

THE STORY SO FAR

SII seeks govt
intervention
on import of
raw material
PRESS TRUST OF INDIA
NewDelhi,8March

SerumInstituteof India (SII),
the world's largest vaccine
manufacturer by volume,
has sought the central gov-
ernment's intervention so as
to enable the firm import
essential rawmaterials from
the US for uninterrupted
manufacturingandsupplyof
Covid-19 vaccines.

In a letter to Commerce
Secretary AnupWadhawan
and Foreign Secretary
Harsh Vardhan Shringla,
Director, Government and
Regulatory Affairs at Pune-
based SII, Prakash Kumar
Singh said the US govern-
ment has invoked the
Defence Production Act
because of which the firm
is facing difficulties in
importing necessary prod-
ucts like cell culture
medias, raw material, sin-
gle-use tubing assemblies
and some specialty chemi-
cals from the US.

Singh further said the
Serum Institute is working
onmanyother vaccineproj-
ects in technical collabora-
tionwithvariousInstitutions
for which it depends on
import of many necessary
products like raw materials,
consumables and compo-
nents from various foreign
manufacturers, especially
from theUS.

“Through the Defence
productionAct, theUS gov-
ernment has established
two prioritising systems,
Defence Priorities and
Allocations System
Program and Health
Resources Priority and
Allocations System. The
HRPAS has two principal
components i.e. priorities
and allocations. Under the
priority component, cer-
tain contracts between the
government and private
parties or between private
parties for the production
or delivery of industrial
resources required to pro-
duce vaccine will be given
priority over other con-
tracts to facilitate expedit-
ed delivery in promotion of
the US, National defence,"
he said in the letter.

Capital goods firms may
report flat margins in Q4
Volumesexpectedtoriseasdemandpicksupinselectsectors,sayexperts






