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Cap goods cos steaming ahead
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he S&P BSE Capital Goods
indexis among the top per-
forming sectoral indicesin
2023, gaining about 44%so
far. Capital goods compa-
niesare expected tobe key beneficia-
riesof higher government spending,
and increased private sector capex,
some of it thanks to production-led
incentive schemes. The ongoing
trends in automation, digitalization
and electrification also help. For
defence companies, investors are
gung-ho on the indigenization theme.
Against thisbackdrop, with better
supply chain dynamics and execution
of a strong order backlog, capital
goods companies are positioned for
strong revenue growth in the Sep-
tember quarter (Q2FY24). Lower raw
material and freight costs are also
expected to support profitability.
According to JM Financial Institu-
tional Securities, revenue of capital
goods companies in Q2FY24 will
remain healthy, owing to decent

On a strong footing

Capital goods companies saw robust order inflow growth in Q1FY24 and the
trend is expected to continue in Q2FY24.
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Note: Order inflows for a quarter is the sum of order inflows of all capital
goods companies under Prabhudas Lilladher's coverage

order book growth and sustained
demand from end users.
PhillipCapital (India) predicts a
60% year-on-year increase in order
inflow for capital goods and defence
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companies under its coverage. This
would be primarily driven by Larsen
& Toubro’s (L&T) hydrocarbon order
from Aramco, and traction seen in
transmission and distribution,

defence, transportation infrastruc-
ture, waterand data centres, The bro-
kerage anticipates upgrades in the
FY24 order inflow guidance of L&T
and Bharat Electronics on a healthy
HIFY24.

Recall that sector bellwether L&T
saw 57% year-on-year

nificant orders of around 33,200
crore and 33,300 crore, Prabhudas
Lilladher noted in its Q2 preview
report.

Kotak seesa healthy 23% year-on-
year sales growth for ABB Indialed by
strong growth across segments, and

expects mid-teens growth

growthinitsorderinflow GROWTH in Siemens and Thermax,
at the group level in TRACK taking into account an
QIFY24. The group’scon- improvement in profita-
solidated order bookwas REVENUEof capital  bility ascommodity prices

at 3412,648 crore as of

goods firms in
Q2FY24 will remain

ease and operating lever-

June end, with interna-  pealthy, accordingto  2ge kicksin.

tional orders having a M Financial Among defence compa-

share of 29%. As such, nies, JM Financial expects
PHILLIPCAPITAL

investors will have to
gauge the impact of the
Israel-Hamas war on the
companies engaged with
the Middle East. Note that
the region constituted
87% of L&T’s international order
bookin FY23.

Meanwhile, transmission and dis-
tribution EPC (engineering, procure-
ment and construction) companies
like KEC International and Kalpataru
Projects International received sig-

predicts a 60% y-o-y
jump in order inflow

for capital goods and
defence firms

Bharat Electronics’ mar-
gintomoderate abit year-
on-year, while that of Data
Patterns (India) could
contract by 2 percentage
pointsdue to an increased
share of developmental orders.
Overall, investors should look for
insights from management commen-
taries on the outlook for the second
half of FY 24 in terms of ordering, exe-
cution, margins, exports, demand
and working capital management.

© Mint

Page 1/1

www.livemint.com



http://myimpact.impactmeasurement.co.in/index.php?id=75afb8098be71b01c2cb92acbeb95d62&id2=cd83127e22f91433b5311f3af0433566
http://www.livemint.com

