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CMP : %949.60 Target price: 31500 HP*: Upto 3 years

Our Vriddhi Pick for the month of September is WPIL Ltd. WPIL, formerly
known as Worthington Pump India Ltd, mainly operates in the business of
water handling. The company supplies pumps for turnkey project execution.
The company has expertise in designing, developing, manufacturing,
erecting, commissioning and servicing of pumps and pumping systems
required for lift irrigation/major irrigation schemes, thermal/nuclear power
plants, etc.

The company operates through three key divisions, viz., engineered pump
division, conventional pump division and turnkey solution. The company
also has presence in overseas with manufacturing facilities in the United
Kingdom, Italy, France, Switzerland, South Africa, Zambia, Australia and
Thailand through its group companies.

Closure of loss-making Mathers Foundries to aid
profitability

InJuly 2017, the company closed its operations at Mathers, UK, on the back
of continued downturn in the offshore oil market. Thus, we believe closure

of Mathers foundry is likely to lead to improvement in the company's
consolidated performance.

Continuously focusing on innovative products

The company is consistently trying to upgrade its products to the
latest technology, and for this, it continuously spends on research and
development. Recently, the company has developed new journal bearing
housing assembly, pad type for large vertical volute pumps and design
enhancement of large flow (18000 m3/hr to 22000 m3/hr), low head (3 m to
4 m) propeller submersible pump for irrigation application.

Healthy orders in hand

At the end of June 2018, the company’s order stood at Rs 1000 crore,
which provides good revenue visibility for the next 18 to 24 months. The
subsidiaries’ order books amounted to Rs 800 crore, which provides revenue
assurance for around 24 months. We believe with strong execution in FY19E
and FY20E, the company's bottomline is likely to improve significantly.

Investment rationales

Over the last few years, WPIL's subsidiary Mathers Foundry has been
posting losses due to subdued order book in oil and gas. Thus, the
company’s decision to shut down Mathers Foundry is likely to have positive
impact on the company's consolidated statement. Mathers Foundry's share
in consolidated financial for FY18 was net loss of Rs 24.43 crore. Thus, with
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the closure of this loss-making unit, we expect the company’s consolidated
bottomline to improve going forward. After completing all closure
formalities, WPIL is now exploring opportunities to monetise its assets,
which will help the company to generate some cash. The company expects
to cross USD 48-50 million sales in the next two years from its step-down
subsidiary Gruppo Aturia and generate 10 per cent margins. Therefore,
we expect WPIL's consolidated earnings would significantly improve in the
years to come. Further, the government's impetus to irrigation sector is
likely to create enormous opportunity for players like WPIL.

Besides, the company's healthy order book provides good revenue visibility
for the next few quarters. In addition to this healthy order book, the
government'’s increasing spending on irrigation and infrastructure projects
is likely to fuel growth of players like WPIL. We believe WPIL is well-poised
to reap benefits arising in the industry. Further, going forward, it is eyeing
to cement its position in the various geographies and markets in which it
operates.

In FY18, the company has acquired alloy and stainless-steel casting foundry
in Nagpur, which would enable WPIL in its backward integration for
producing pumps.

The company is actively leveraging technology and innovation for innovative
products, which indicates that WPIL is committed to remaining competitive
in the market. Further, it is also in the process of designing and developing
high performance models, which will add to the range of HSC pumps. The
company would also install new CNC machines to enhance manufacturing
capability of pump components in large numbers. The new plant layout for
machining and assembly of pumps will enhance productivity.

Risk

WPIL is engaged in a business which requires high levels working capital.
It receives 10-15 per cent of the contract value on finalisation of design,
50-60 per cent on delivery of pump and the balance on successful erection
and commissioning. However, the major buyers withhold a percentage
(generally 10-15 per cent) of the contract price as retention money, and the
same is paid after six to 12 months after completion of the contract. Thus,
any delay in execution can lead to strain on the balance sheet.

Valuations and outlook

In terms of valuation, the stock of WPIL is currently available at P/E multiple
of 13.4x on TTM earnings, which looks attractive when we compare it with its
five-year median P/E of 22.8x. Also, the return ratios such as ROE and ROCE
stand at comfortable levels of 13 per cent and 18.3 per cent, respectively.
The company’s D/E also stands at a comfortable 0.21x. We believe the
company’s strong position in the pump division, healthy order book,
continues investment in R&D and efforts of various state governments to
provide a boost to the irrigation sector augurs well for WPIL. Considering
all these aspects, we have arrived at a target price of Rs 1500, which gives
potential upside of around 58 per cent.

Increase in
promoters’ stake from
64.08% in Dec 2017 to

68.8% in June 2018 is
an icing on the cake.

Closure of
loss-making entity
to boost profitability

Continuous spending
on R&D indicates
management’s
commitment to
remain competitive
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Company PAT ROA ROE ROCE P/B TTMPE
Name Margin (%) (%) (%) (%) (x) (x)

WPIL 11.26 864 1593 2687 = 167 13.30
Kirloskar Brothers 3.42 3.17 132 11.72 2.73 26.00
KSB Pumps* 7.16 6.57 1021 1548 = 466 36.80
Shakti Pumps (India) 6.56 6.04  10.88 2094 403 21,50

All data on standalone basis *Data as on CY17
Source: Dion Global

Financial

Over the past 10 years the company has exhibited impressive net profit
growth of 21.4 per cent CAGR. Its revenue has grown at a 11.5 per cent
CAGR during the same period. Besides, WPIL started FY19 with stellar
performance in the first quarter. The company’s sales for Q1FY19 surged
almost 88 per cent to Rs. 142.5 crore from the corresponding quarter of
the last year. Also, PBITD for the period soared almost 417 per cent YoY to
Rs 35.44 crore. Notably, the company’s net profit for the quarter jumped
to almost Rs 24.2 crore from Rs. 5.32 crore in the corresponding quarter of
the last fiscal.

On a full year (FY2017-18) basis, the company’s consolidated revenue from
operation was Rs 846.9 crore, as against Rs 716.4 crore in FY17, representing
a growth of 18.2 per cent YoY. Remarkably, the company managed to turn
around its bottomline from a loss of Rs 1.9 crore in FY17 to net profit of Rs
35.7 crore in FY18. The company has cost escalation clauses in most of its
contracts for supply of engineered pumps and execution of EPC contracts,
which would help the company to sustain its margin going forward.

Over the years, the company's margins have been improving continuously,
which can be seen from the table below:

Margin Ratios

Mar-18 ~ Mar-17 Mar-16 Mar-15  Mar-14 Mar-13 Mar-12
PBIDTM (%) 1341 7%  8.04 136 1602 1818 1343
EBITM (%) 1079 493 442 1214 1472 1688 128

Source; Ace Equity

The increase in promoters’ stake from 64.08 per cent in Dec 2017 to 68.8
per cent in June 2018 is an icing on the cake. Considering all these factors,
we urge our investors to BUY this scrip.

Inc/Exp Statement(Standalone) (Rs in Crore)

Description 201803 201703 201603 201503 201403
Net Sales 42205  279.80 212.10 233.03 264.60
Total Income 44137 28821 218.36 238.89 271.00
Total Expenditure 356.60  242.65 18351 200.00 221.02
PBIDT 84.77 45,55 34.85 38.89 43.98
PAT 47.56 20.28 17.18 16.84 17.17
Dividend % 40.00 20.00 20.00 20.00 20.00
Adj. EPS(Rs) 48.69 20.76 17.59 17.24 21.56

Elevated oil and
gas prices to aid
company'’s topline

Government’s
impetus for irrigation
sector bodes well for
players like WPIL

Available at discount
despite above industry
average return ratios
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Quarter On Quarter (Standalone) (Rs in Crore)

Particulars 201806 201803 QonQ Var’ 201706 YonY Var%
Net Sales 142.46 174.15 -18.20 75.77 88.00
Total Expenditure 107.02 129.85 -17.58 68.92 55.27
PBIDT (Excl 0I) 35.44 4431 -20.01 6.85 417.13
PAT 24.18 3359 -28.01 532 354.42
PBIDTM% (Excl 0I) 24.38 25.44 -2.20 9.04 175.22
PBIDTM% 28.36 29.95 -5.31 15.55 8238
PATM% 16.98 19.29 -11.98 7.02 141.88
Adj. EPS(Rs) 24.76 3439 -28.00 545 35431

Investing in the comapny
We urge our investors to enter the stock in a staggered manner and accumulate as per the below table.
Price Accumulation

920-930 50%
900-908 30%
868-876 20%

About the company

WPIL Limited was incorporated in the year 1952 as Johnston Pumps India. Since then, the company has earned expertise
in design, development, manufacturing, marketing, installation and servicing of complete range of centrifugal pumps
required for lift irrigation/major irrigation schemes, thermal/nuclear power plants, etc. The company enjoys around 20
per cent market share (for 2017) in domestic conventional/engineered pumps in power, irrigation, city and industrial
segments. The company's three major divisions are engineered pump division (EPD), conventional pump division (CPD)
and turnkey solution. The EPD offers specialised water handling solution to conventional power generation, nuclear
power solutions and other industrial sectors. The division is based in Kolkata and has three plants with manufacturing
area of 20,000 M2. The CPD caters to standard pumps that are largely utilised in the irrigation and water treatment
systems. The division is located near Delhi which has a manufacturing area of 15,000 M2. It is the only manufacturer of
large submersible sea water lift pumps in India with capacity up to 1500 KW. In turnkey solution division, the company
provides complete solution from concept to commissioning in the field of water handling, covering the complete
domain of hydraulic/civil/mechanical/electrical and instrumentation engineering.
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