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Strong growth across segments; LGM transaction positive

Kirloskar Oil Engines (KOEL) quarterly performance was above JMFe and consensus estimates,
driven by strong growth across segments. Volume normalisation, stable prices and higher HHP
genset revenue resulted in strong growth in the powergen segment. As a strategic move, KOEL
has transferred its B2C (Water Management Solutions) business to its wholly-owned subsidiary
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La-Gajjar Machineries Pvt Ltd (LGM), to create a simplified organisation structure, drive
significant operational efficiencies by eliminating redundancies, streamlining go-to-market
channels, and amplifying reach to its core customer base. We expect standalone EBITDA
margins to improve 30-50bps by FY28 with completion of above transaction. Maintain Buy with
revised SoTP of INR 1,240 valuing core business at 25x Sep’27E.

m  Strong revenue growth across segments: Revenue grew at a healthy 34.3% YoY to INR 16bn
(/MFe INR 12.9bn), crossing the INR 16bn mark for 1t time in a quarter. This was led by double-
digit growth across segments. Gross margin fell 210bps YoY to 34.7%. EBITDA grew 44.6%
YoY to INR 2.1bn with EBITDA margin expanding 90bps YoY to 13.4%, due to operating

Recommendation and Price Target

K Current Reco. BUY
leverage (JMfe 12.9%). Adj. PAT grew 50% YoY to INR 1.4bn, above JMFe of INR 1.1bn. Previous Reco. BUY
m  Strong growth in powergen and exports segment revenue: Powergen segment reported Current Price Target (12M) 1,240
robust revenue growth of 41% YoY to INR 6.8bn, led by volume recovery and growth in the Upside/(Downside) 17.1%
HHP segment (from the real estate sector). Recently, the Optiprime range genset won orders for Previous Price Target 1,220
1500KVA (two orders), 2000KVA and 2500KVA gensets from the real estate sector (residential Change 1.6%
and commercial). On the exports front, revenue grew 39% YoY to INR 1.7bn, with traction
witnessed in Middle East and Africa, which account for 60% of export revenue. In North Key Data — KOEL IN
America, the company is still investing in product development, channel partners and expect Current Market Price INR1,059
growth in the near term to be negligible. Market cap (bn) INR153.8/US$1.7
Free Float 57%
m  Defence and Railways led the Industrial segment growth: Industrial segment revenue grew Shares in issue (mn) 144.6
47% YoY to INR 3.7bn, with growth witnessed in defence and railways. Defence growth was Diluted share (mn) 1452
supported by execution of orders under emergency procurement (likely to continue in 3QFY26 3-mon avg daily val (mn) INR385.1/US$4.3
as well). The company has submitted detailed design for the Indian Navy’s prestigious ‘Make 1’ 52-week range 1,196/544
initiative (6MW medium-speed marine diesel engine). Industrial segment outlook continues to Sensex/Nifty 84,467/25,876
remain healthy from defence, and railways, and the expected recovery in the construction sector. INR/USS 88.6
m  Strategic alignment of B2C segment: KOEL has transferred its B2C business (INR 6.3bn =
revenue in FY25) to its wholly-owned subsidiary La-Gajjar Machineries Private Limited (LGM) by LR AT S
way of slump sale. The key objective is to maintain dedicated focus on each segment and drive % M 6M 12Mm
greater efficiency through structures best suited to their respective customer needs. Absolute 1838 514 69
Consequently, we have revised our standalone assumption in line with the restructuring. With Relative™ 16.0 477 -133
* To the BSE Sensex

this restructuring and consolidation of the Sanand facility we expect LGM margin to expand to
9% by FY28E from 4.2% in FY25 (low base- impact of facility consolidation).

®  Maintain BUY with TP of INR 1,240: We remain positive on the stock factoring in, market share
gain in the HHP segment, new product launches in the high KVA segment, thrust on the
aftermarket segment, push on exports, volume recovery in domestic powergen, and healthy
industrial segment outlook. The company continues to invest in product enhancement, new
product launches and capacity expansion to meet upcoming opportunities. With the transfer of
the B2C business and product mix, we expect standalone EBITDA margin to expand ¢.30-50bps
by FY28E (from 13.3% in 1HFY26). Maintain BUY rating on stock with a SoTP-based TP of INR
1,240 (INR 1,220 earlier), valuing core business at 25x Sep’27E (28x FY27E earlier).

Financial Summary (INR mn)

Y/E March FY24A FY25A FY26E FY27E FY28E

Net Sales 48,505 51,133 55,236 64,956 75,593

Sales Growth (%) 17.8 5.4 8.0 17.6 16.4

EBITDA 5,642 6,537 7,320 8,729 10,290

EBITDA Margin (%) 11.6 12.8 133 134 13.6

Adjusted Net Profit 3,616 4,110 4,768 5811 6,943

Diluted EPS (INR) 249 283 328 40.0 47.8 JM Financial Research is also available on:
Diluted EPS Growth (%) 209 13.5 16.0 219 19.5 Bloomberg - JMFR <GO>, FactSet, LSEG and
ROIC (%) 45.1 42.8 39.0 39.9 427 .

ROE (%) 146 147 15.1 162 169 S&P Capital IQ.

P/E (x) 42.4 37.4 323 26.5 221

P/B (x) 5.9 5.2 46 4.0 3.5 Please see Appendix | at the end of this report
EV/EBITDA (x) 27.4 232 20.8 17.3 14.6 for Important Disclosures and Disclaimers and
Dividend Yield (%) 0.3 0.5 0.6 0.8 0.9

Source: Company data, JM Financial. Note: Valuations as of 12/Nov/2025

JM Financial Institutional Securities Limited

Research Analyst Certification.




Kirloskar Oil Engines

12 November 2025

Exhibit 1. Strong quarterly performance

Y/E March (INR mn) 2Q FY25 2Q FY26 YoY (%) 1Q FY26 QoQ (%) 2Q FY26E Var (%)
Net Sales 11,944 16,045 343 14,447 111 12,859 248
Expenditure 10,461 13,901 329 12,545 108 11,200 24.1
EBITDA 1,483 2,144 44.6 1,902 12.7 1,659 29.3
EBITDA (%) 124 134 90bps 13.2 20bps 12.9 50bps
Other income 108 119 10.2 123 -2.9 126 -5.2
Depreciation 266 357 343 340 5.0 331 7.8
EBIT 1,326 1,907 439 1,685 13.2 1,454 31.2
Interest 24 29 18.0 32 -9.7 25 15.2
PDB before Eol 1,301 1,878 44.4 1,653 13.6 1,429 315
Eol 0 0 0 0
PBT after Eol 1,301 1,878 44.4 1,653 13.6 1,429 315
Tax 365 470 28.8 425 10.6 357 316
Tax rate (%) 28.1 25.0 25.7 25.0
PAT 936 1,408 50.4 1,228 14.6 1,072 314
EPS (INR) 6.5 9.7 50.4 8.5 14.6 7.4 314
Source: Company, JM Financial
Exhibit 2. Cost breakup
Y/E March (INR mn) 2Q FY25 2Q FY26 YoY (%) 1Q FY26 QoQ (%) 2Q FY26E Var (%)
COGS 7,544 10,471 388 9,510 10.1 8,165 28.2
as a % of sales 63.2 65.3 210bps 65.8 -60bps 63.5 180bps
Staff Cost 912 969 6.2 863 122 913 6.1
as a % of sales 7.6 6.0 -160bps 6.0 10bps 7.1 -110bps
Other Expenditure 2,004 2,461 228 2,172 133 2,122 16.0
as a % of sales 16.8 153 -140bps 15.0 30bps 16.5 -120bps
Source: Company, JM Financial
Exhibit 3. SoTP valuation
Business Valuation basis Multiple Value (INRmn) Per share (INR)
Standalone business 25x Sep'27E Core EPS 25.0 148,782 1,025
La-Gajjar Machineries 15x Sep'27E EPS 15.0 13,732 95
ARKA Fincap P/B 1.0 11,369 78
Cash and liquid investments P/B of 1x 1.0 5,935 41

179,817 1,240

Source: JM Financial
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Key Conference Call Highlights

m  Powergen segment: Revenue grew at a robust 41% YoY to INR 6.8bn. Growth was largely led

by volume recovery and growth in the HHP segment.

Volume growth for LHP & MHP segments was broad-based across sectors, while HHP
segment growth was largely driven by real estate (residential and commercial).

Domestic demand for powergen is likely to continue; however, management remains
cautiously optimistic.

Recently, the Optiprime range genset won orders for 1500KVA (two orders), 2,000KVA and
2,500KVA genset from the real estate sector (residential and commercial).

The company will be launching products in 3QFY26, further strengthening its position in the
HHP segment.

Price hike post emission norm changes has settled at 25-40%.

Industrial: Witnessed healthy traction in both Defence and Railways segments.
= The company has submitted detailed design for the Indian Navy's prestigious 'Make 1'
initiative (6MW medium-speed marine diesel engine).

Launched new product in the Railways segment for the 400HP engine for a rail
maintenance application.

Momentum for industrial segment will continue from defence, railways, and pickup in the
construction sector.

Exports: Middle East and Africa is the largest market for the company with 60% exports
revenue contribution.

North America market: Still in the investment phase and expects growth in the near term to
be negligible.

America: Currently, the focus is on building product portfolio and channel partner.

After market: Implemented a revised field structure with an increased focus on key account

management and advanced service offerings, which will continue to drive the service segment
growth.

Exhibit 4. One-year forward PE valuation
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Source: JM Financial
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Financial Tables (Standalone)

Income Statement (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Sales 48,505 51,133 55,236 64,956 75,593
Sales Growth 17.8% 5.4% 8.0% 17.6% 16.4%
Other Operating Income 0 0 0 0 0
Total Revenue 48,505 51,133 55,236 64,956 75,593
Cost of Goods Sold/Op. Exp 32,439 33,368 35,766 42,059 48946
Personnel Cost 3,069 3,441 3,865 4,425 5,018
Other Expenses 7,355 7,787 8,285 9,743 11,339
EBITDA 5,642 6,537 7,320 8,729 10,290
EBITDA Margin 11.6% 12.8% 13.3% 13.4% 13.6%
EBITDA Growth 24.0% 15.9% 12.0% 19.2% 17.9%
Depn. & Amort. 970 1,170 1,324 1,401 1,441
EBIT 4,672 5,367 5,996 7,328 8,849
Other Income 274 344 503 572 571
Finance Cost 78 121 100 100 100
PBT before Excep. & Forex 4,868 5,590 6,400 7,799 9,320
Excep. & Forex Inc./Loss(-) 0 209 0 0 0
PBT 4,868 5,799 6,400 7,799 9,320
Taxes 1,252 1,480 1,632 1,989 2,377
Extraordinary Inc./Loss(-) 0 0 0 0 0
Assoc. Profit/Min. Int.(-) 0 0 0 0 0
Reported Net Profit 3,616 4,319 4,768 5811 6,943
Adjusted Net Profit 3,616 4,110 4,768 5,811 6,943
Net Margin 7.5% 8.0% 8.6% 8.9% 9.2%
Diluted Share Cap. (mn) 145.0 145.2 145.2 145.2 145.2
Diluted EPS (INR) 249 283 328 40.0 478
Diluted EPS Growth 20.9% 13.5% 16.0% 21.9% 19.5%
Total Dividend + Tax 507 822 954 1,162 1,389
Dividend Per Share (INR) 35 5.7 6.6 8.0 9.6
Source: Company, JM Financial
Cash Flow Statement (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Profit before Tax 4,868 5,799 6,400 7,799 9,320
Depn. & Amort. 970 1,170 1,201 1,286 1,350
Net Interest Exp. / Inc. (-) 16 33 0 0 0
Inc (-) / Dec in WCap. -441 -270 -1,883 -559 -612
Others 11 -505 0 0 0
Taxes Paid -1,084 -1,331 -1,632 -1,989 -2,377
Operating Cash Flow 4,339 4,897 4,086 6,537 7,681
Capex -2,765 -2,445 -2,000 -2,500 -2,500
Free Cash Flow 1,574 2,453 2,086 4,037 5,181
Inc (-) / Dec in Investments -1,417 -690 -1,500 -2,000 -3,000
Others 0 0 0 0 0
Investing Cash Flow -4,182 -3,135 -3,500 -4,500 -5,500
Inc/ Dec (-) in Capital 1 0 0 0 0
Dividend + Tax thereon -724 -871 -954 -1,162 -1,389
Inc/ Dec (-) in Loans 1,338 -797 -400 -400 -400
Others -114 -259 0 0 0
Financing Cash Flow 500 -1,927 -1,354 -1,562 -1,789
Inc/ Dec (-) in Cash 657 -164 -768 475 393
Opening Cash Balance 323 3,226 3,062 2,294 2,769
Closing Cash Balance 980 3,062 2,294 2,769 3,161

Source: Company, JM Financial

Balance Sheet (INR mn)
Y/E March FY24A FY25A FY26E FY27E FY28E
Shareholders’ Fund 26,227 29,756 33,571 38,219 43,774
Share Capital 290 290 290 290 290
Reserves & Surplus 25,937 29,466 33,280 37,929 43,483
Preference Share Capital 0 0 0 0 0
Minority Interest 0 0 0 0 0
Total Loans 2,091 1,294 894 494 94
Def. Tax Liab. / Assets (-) 100 250 250 250 250
Total - Equity & Liab. 28,418 31,301 34,715 38,963 44,118
Net Fixed Assets 7334 9,071 9,870 11,085 12,235
Gross Fixed Assets 17,988 22,224 24,224 26,724 29,224
Intangible Assets 0 0 0 0 0
Less: Depn. & Amort. 12,676 13,846 15,047 16,333 17,683
Capital WIP 2,023 693 693 693 693
Investments 18,762 17,873 19,373 21,373 24,373
Current Assets 13,115 16,131 18,789 22,166 25,736
Inventories 5,235 4,931 6,053 7,118 8,284
Sundry Debtors 5,684 6,511 6,810 8,008 9,320
Cash & Bank Balances 980 3,062 2,294 2,769 3,161
Loans & Advances 108 0 1,816 2,136 2,485
Other Current Assets 1,107 1,627 1,816 2,136 2,485
Current Liab. & Prov. 10,793 11,774 13,317 15,661 18,225
Current Liabilities 7274 6,506 9,080 10,678 12,426
Provisions & Others 3,519 5,268 4,237 4,983 5,799
Net Current Assets 2,322 4,357 5472 6,506 7,511
Total - Assets 28,418 31,301 34,715 38,963 44,118
Source: Company, JM Financial
Dupont Analysis
Y/E March FY24A FY25A FY26E FY27E FY28E
Net Margin 7.5% 8.0% 8.6% 8.9% 9.2%
Asset Turnover (x) 1.8 17 17 18 18
Leverage Factor (x) 11 11 1.0 1.0 1.0
RoE 14.6% 14.7% 15.1% 16.2% 16.9%
Key Ratios
Y/E March FY24A FY25A FY26E FY27E FY28E
BV/Share (INR) 180.9 204.9 2312 263.2 3015
ROIC 45.1% 42.8% 39.0% 39.9% 42.7%
ROE 14.6% 147% 15.1% 16.2% 16.9%
Net Debt/Equity (x) 0.0 -0.1 0.0 -0.1 -0.1
P/E (x) 424 374 323 265 221
P/B (x) 59 52 46 4.0 35
EV/EBITDA (x) 27.4 232 208 17.3 146
EV/Sales (x) 32 3.0 28 23 20
Debtor days 43 46 45 45 45
Inventory days 39 35 40 40 40
Creditor days 62 53 69 69 69

Source: Company, JM Financial
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History of Recommendation and Target Price

Date Recommendation Target Price
31-Oct-21 Buy 320
12-Feb-22 Buy 225
22-May-22 Buy 225
11-Aug-22 Buy 250
24-Aug-22 Buy 250
14-Nov-22 Buy 360
13-Feb-23 Buy 400
6-Mar-23 Buy 400
19-May-23 Buy 480
16-Aug-23 Buy 580
5-Nov-23 Buy 630
14-Feb-24 Buy 930
9-May-24 Buy 1,175
9-Aug-24 Buy 1,455
8-Sep-24 Buy 1,665
14-Nov-24 Buy 1,510
13-Feb-25 Buy 1,220
18-May-25 Buy 1,220
8-Aug-25 Buy 1,220
15-Oct-25 Buy 1,220

% Chg.

-29.7
0.0
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0.0
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Registered Office: 7th Floor, Cnergy, Appasaheb Marathe Marg, Prabhadevi, Mumbai 400 025, India.
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Investment in securities market are subject to market risks. Read all the related documents carefully before investing.

New Rating System: Definition of ratings

Rating Meaning

BUY Expected return >= 15% over the next twelve months.

ADD Expected return >= 5% and < 15% over the next twelve months.
REDUCE Expected return >= -10% and < 5% over the next twelve months.
SELL Expected return < -10% over the next twelve months.

Note: For REITs (Real Estate Investment Trust) and InvIT (Infrastructure Investment Trust) total expected returns include dividends or DPU (distribution per unit)

Previous Rating System: Definition of ratings

Rating Meaning

Total expected returns of more than 10% for stocks with market capitalisation in excess of INR 200 billion and REITs* and more than 15%

BUY . - .
for all other stocks, over the next twelve months. Total expected return includes dividend yields.

Price expected to move in the range of 10% downside to 10% upside from the current market price for stocks with market
HOLD capitalisation in excess of INR 200 billion and REITs* and in the range of 10% downside to 15% upside from the current market price
for all other stocks, over the next twelve months.

SELL Price expected to move downwards by more than 10% from the current market price over the next twelve months.

* REITs refers to Real Estate Investment Trusts.
Research Analyst(s) Certification
The Research Analyst(s), with respect to each issuer and its securities covered by them in this research report, certify that:
All of the views expressed in this research report accurately reflect his or her or their personal views about all of the issuers and their securities; and
No part of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this research report.

Important Disclosures

This research report has been prepared by JM Financial Institutional Securities Limited (JM Financial Institutional Securities) to provide information about the
company(ies) and sector(s), if any, covered in the report and may be distributed by it and/or its associates solely for the purpose of information of the select recipient
of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the prior written consent of JM
Financial Institutional Securities. This report has been prepared independent of the companies covered herein.
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clients/investors. JM Financial Institutional Securities and its associates are part of a multi-service, integrated investment banking, investment management,
brokerage and financing group. JM Financial Institutional Securities and/or its associates might have provided or may provide services in respect of managing
offerings of securities, corporate finance, investment banking, mergers & acquisitions, broking, financing or any other advisory services to the company(ies) covered
herein. JM Financial Institutional Securities and/or its associates might have received during the past twelve months or may receive compensation from the
company(ies) mentioned in this report for rendering any of the above services.

JM Financial Institutional Securities and/or its associates, their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell
the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation
or act as a market maker in the financial instruments of the company(ies) covered under this report or (c) act as an advisor or lender/borrower to, or may have any
financial interest in, such company(ies) or (d) considering the nature of business/activities that JM Financial Institutional Securities is engaged in, it may have
potential conflict of interest at the time of publication of this report on the subject company(ies).

Neither JM Financial Institutional Securities nor its associates or the Research Analyst(s) named in this report or his/her relatives individually own one per cent or
more securities of the company(ies) covered under this report, at the relevant date as specified in the SEBI (Research Analysts) Regulations, 2014.

The Research Analyst(s) principally responsible for the preparation of this research report and their immediate relatives are prohibited from buying or selling debt or
equity securities, including but not limited to any option, right, warrant, future, long or short position issued by company(ies) covered under this report. The Research
Analyst(s) principally responsible for the preparation of this research report or their immediate relatives (as defined under SEBI (Research Analysts) Regulations,
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While reasonable care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and JM Financial Institutional Securities does not warrant its accuracy or completeness. JM Financial Institutional Securities may 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. This report is provided for
information only and is not an investment advice and must not alone be taken as the basis for an investment decision.

This research report is based on the fundamental research/analysis conducted by the Research Analyst(s) named herein. Accordingly, this report has been prepared
by studying/focusing on the fundamentals of the company(ies) covered in this report and other macro-economic factors. JM Financial Institutional Securities may
have also issued or may issue, research reports and/or recommendations based on the technical/quantitative analysis of the company(ies) covered in this report by
studying and using charts of the stock's price movement, trading volume and/or other volatility parameters. As a result, the views/recommendations expressed in
such technical research reports could be inconsistent or even contrary to the views contained in this report.

The investment discussed or views expressed or recommendations/opinions given herein may not be suitable for all investors. The user assumes the entire risk of
any use made of this information. The information contained herein may be changed without notice and JM Financial Institutional Securities reserves the right to
make modifications and alterations to this statement as they may deem fit from time to time.

This report is neither an offer nor solicitation of an offer to buy and/or sell any securities mentioned herein and/or not an official confirmation of any transaction.
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jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject JM Financial Institutional Securities
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Markets Act 2000) in connection with the matters to which this report relates may otherwise lawfully be communicated or caused to be communicated (all such
persons together being referred to as "relevant persons"). This report is directed only at relevant persons and must not be acted on or relied on by persons who are
not relevant persons. Any investment or investment activity to which this report relates is available only to relevant persons and will be engaged in only with
relevant persons.

Additional disclosure only for Canadian persons: This report is not, and under no circumstances is to be construed as, an advertisement or a public offering of the
securities described herein in Canada or any province or territory thereof. Under no circumstances is this report to be construed as an offer to sell securities or as a
solicitation of an offer to buy securities in any jurisdiction of Canada. Any offer or sale of the securities described herein in Canada will be made only under an
exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered under applicable
securities laws or, alternatively, pursuant to an exemption from the registration requirement in the relevant province or territory of Canada in which such offer or
sale is made. This report is not, and under no circumstances is it to be construed as, a prospectus or an offering memorandum. No securities commission or similar
regulatory authority in Canada has reviewed or in any way passed upon these materials, the information contained herein or the merits of the securities described
herein and any representation to the contrary is an offence. If you are located in Canada, this report has been made available to you based on your representation
that you are an “accredited investor” as such term is defined in National Instrument 45-106 Prospectus Exemptions and a “permitted client” as such term is defined
in National Instrument 31-103 Registration Requirements, Exemptions and Ongoing Registrant Obligations. Under no circumstances is the information contained
herein to be construed as investment advice in any province or territory of Canada nor should it be construed as being tailored to the needs of the recipient.
Canadian recipients are advised thatJM Financial Securities, Inc.,JM Financial Institutional Securities Limited, their affiliates and authorized agents are not
responsible for, nor do they accept, any liability whatsoever for any direct or consequential loss arising from any use of this research report or the information
contained herein.
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