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Capital goods firms may
report flat margins in Q4

Volumes expected to rise as demand picks up in select sectors, say experts

-

ADITI DIVEKAR
Mumbai, 8 March

omestic capital

goods industry is

gearing up for

strong perform-
ance in 202122 (FY22), with
margins for the March quar-
ter expected to be flat year-
on-year (YoY).

“The revenue volumes are
looking up in the March quar-
ter and may be up 8-9 per
cent YoY. But with raw mate-
rial prices going up for steel
and other base metals, mar-
gins are seen flat for the quar-
ter,” said Vimal Kejriwal,
managing director and chief
executive officer of KEC
International.

The company’s order
intake in the March quarter so
far has been 39,600 crore.
Another 6,000 crore are
orders where the company has
emerged the lowest bidder, but
is yet to get a formal award of
contract. It aims to end 2020-
21 (FY21) with an order intake
of 6,000 crore, against
12,000 crore 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
cent YoY in the fourth quarter
(Q4), implying the company
will be able to retain 3-per
cent order inflow growth for
the full year (FY21).

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

Canadafund shrugsoff
pastexperience, renews
interestinIndianrealty

expectation of a sharp decline
a few quarters back,” said
Bernstein in its report.

Order wins for L&T in Q4
were primarily led by domes-
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
pick up, belying expectations.

“Due to the Covid-19 pan-
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demic, there were expecta-
tions of the warehousing 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, coupled with strong earn-
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
believe there is a concrete plan
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Canada Pension Plan
Investment Board (CPPIB),
Canada’slargest pension fund
manager, issigning ajoint
venture (JV)with Indian
developer RMZ, despite facing
roadblocksin previousJVsin
thereal estate space.

CPPIB had over $475billion
of assets under management
globally as of December 31,
2020, and invested inthe real
estate sectorin20 countries.

Three of its Indian partners
wentahead and formed
similar JVswith other
investorsinthe past.

While two of its previous
JVs —with Shapoor;ji Pallonji
Groupand Ajay Piramal-led
Piramal Enterprises —did not
take off, another one with mall
developer Phoenix Mills saw
theIndian partner forminga
similar JV with Singaporean
fund GIC tobuild malls.

In2013,CPPIBand
Shapoorji Pallonji Group
formed aJVtoacquire FDI-
compliant office buildingsin
major metrosinthe country.
CPPIB owned 80 per cent of
theventure with aninitial
equity commitment of $200
million. The JVboughtone
assetin Chennaiand latersold
ittoSingaporean investor
Mapletree. Afterthat, the JV
did notacquire any property.
Later, Shapoorji formed tie
upswith Germany’s Allianz

' WHAT HAPPENED NEXT: Phoenix Mills in December last

| year floated a similar JV with Singapore’s GIC

group and Abu Dhabi
sovereign fund Abu Dhabi
Investment Authority (ADIA)
tobuy commercial properties.

“Theyhad highyield
expectations butyieldshave
fallen as many investors
entered commercial
properties, pushingup
valuations,” said a person,
who dealt with CPPIB earlier.

Another executive said
CPPIBtookalotoftimeto
make decisionsduetoits
stringent processes.

Many investorssuch asUS-
based Blackstone, Canada’s
Brookfield Asset
Management, Xander group,
and otherinvestors putin
billions of dollarsintoIndian
commercial propertiesinthe
lastdecade. They even tapped
public marketsviaREITs.

In2014, CPPIBtied upwith
Ajay Piramal-led Piramal
Enterprisestofloataventure
togive rupee debtto
residential projects across
major cities. Both committed
$250 million for the venture.

Buttheventuredid very
littlein terms of
disbursements, sources said.
Piramal later floated aJV with
Canada’s CDPQtogive equity
money to property developers
besidesgivingdebtto
developersonitsown.

However, thetwo
announcedaJV foran
infrastructure investment
trust focused on renewable
energy. CPPIBalsoinvested

$225 million in the distressed
assets fund. Recently, Piramal
grouped allits JVs with global
investorssuch as CPPIB,
CDPQand othersunder
Piramal Alternatives, itsnew
asset management company.

In2017,itformed aJVwith
mall developer Phoenix Mills
todevelop, own and operate
mallsand CPPIBinvested over
%1,600 croreinthe venturein
twotranches. Also, Phoenix
Mills, in December last year,
floated asimilarjoint venture
with Singapore’s GIC toinvest
initsmalls and offices.

To Business Standard’s
queries on previous JVs, a
CPPIB spokesperson said,
“We are a significant investor
inIndia, with Canadian $12
billion invested in real estate,
infrastructure, publicand
private equities, funds, co-
investments and creditason
December 31,2020. We have
beeninvestinginIndia
before we opened our
Mumbai office in 2015. We
don’tgauge investment
returns based on short-term
performance. We operate
with an investment horizon
thatspansdecades.”

In2017, CPPIB formed aJV
with logistics company
Indospace and committed
$500 million to the venture.
In 2018, CPPIB took 30 per
cent of IndInfravit Trust, the
country’s first private
infrastructure investment
trust.

and a concerted effort towards
infrastructure spending. We
shall be closely monitoring the
implementation of the various
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
32,858 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 kicking off, and tentative
revival in select private capi-
tal expenditure, or capex (i.e.,
metals/energy), signal India’s
capex cycle is finally moving,
said the JPMorgan report.

“We estimate a 10-per cent
FY21-23 order book com-
pound annual growth rate for
L&T. Cancellation risks are
lower than before, with focus
on order quality 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 spike offsetting pro-
ductivity  loss/Covid-cost
reversals and 12 per cent/12.3
per cent Ebitda margin,” said

the JPMorgan report.

Sl seeks govt
intervention
on import of
raw material
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Serum Institute of 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 raw materials from
the US for uninterrupted
manufacturing and supply of
Covid-19 vaccines.

In a letter to Commerce
Secretary Anup Wadhawan
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
on many other vaccine proj-
ects in technical collabora-
tion with various Institutions
for which it depends on
import of many necessary
products like raw materials,
consumables and compo-
nents from various foreign
manufacturers, especially
from the US.

“Through the Defence
production Act, the US 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.









