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Texmaco Rail & Engineering Ltd.  

Company Information 

BSE Code 533326 

NSE Code TEXRAIL 

Bloomberg Code TXMRE IN 

ISIN INE621L01012 

Market Cap (Rs. Cr) 3157 

Outstanding shares(Cr) 21.0 

52-wk Hi/Lo (Rs.) 171 / 100.2 

Avg. daily volume (1yr. on NSE) 654,604 

Face Value(Rs.) 1 

Book Value 42.2 

Company Overview 

Texmaco Rail & Engineering (TEXRAIL) was incorporated and 

demerged from the Texmaco effective April 2010 which has been 

manufacturing wagons for the past 60 years. It is the largest 

wagons manufacturer in India with a capacity of 10,000 wagons 

pa. The heavy engineering and steel foundry divisions of 

Texmaco are engaged in the business of designing & 

manufacturing wagons, hydro-mechanical equipment structurals 

& steel castings at its 5 manufacturing units at Belgharia, 

Agarpara, Panihati and Sodepur in West Bengal extending over 

170 acres. During FY14, it acquired 49% in Kalindee Rail Nirman, 

which is engaged in the business of providing EPC services to 

railways & metros, especially in the field of signaling tracks, 

telecommunication and auto fare collection machines. Thus it is a 

total rail solutions provider now. The Steel Foundry of the 

Company is the largest in the Country with a capacity upto 30000 

Tonnes of quality castings per year. The company also has 

ventured into locomotive assemblies and metro coaches by 

forming a JV with leading multinationals. 

Investment Rationale 

Wagons demand to rise 

The Central government’s thrust with the highest-ever 

investment proposed in the Indian Railways (IR) bodes well for 

the sector. It is the best player to benefit from Indian Railways 

drive. The government has announced a five year capex plan of 

INR 8.56tn during FY 16-20. During FY16, IR has released a tender 

of 8,500 wagons. However, private sector wagon manufacturers 

have not accepted orders from IR due to low prices quoted by 

one of the new entrants Jindal Rail. It is expected that IR will 

open tender for 14000 wagons for FY17 which may provide 

growth to the industry. The company has total wagon 

manufacturing capacity of 10,000 wagons pa. It operated at 8% 

capacity utilization in FY14 and 21% in FY15. 

January 01, 2016 

Recommendation Buy 

Closing price  Rs. 151 

Target price  Rs. 183 

Potential upside 21% 

Relative performance chart (one year) 

In Rs. Cr. FY14 FY15 FY16E FY17E 

Net Sales 446.4  438.6  750.8  1160.8  

Growth (%) (46.2) (1.7) 71.2  54.6  

EBITDA 15.6  17.0  63.1  153.2  

EBITDA Margin (%) 3.5  3.9  8.4  13.2  

Net Profit 17.0  13.7  43.5  104.5  

PAT Margin (%) 3.8  3.1  5.8  9.0  

EPS (Rs) 0.9  0.7  2.5  4.8  

Source: Bloomberg, Ashika Research 
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Investment Rationale Cont… 

Demand from defense and private sector improves 

The Government of India’s focus on the defense sector has opened new avenues of 

wagon demand. Enquiries from the private sector too have started after being 

subdued over the past few years. It is believed that industrial demand would pick up 

from FY17 and hence demand from this segment will further inflate overall demand 

for wagons. TEXRAIL’s wagons order book of INR 6bn comprises 90% of non-IR 

wagons demand. 

Benefits of diversification 

During order slowdown from IR, TEXRAIL earnings were cushioned by steel foundry, 

bridges and structurals. As on Q1FY16- end, non-IR order comprised 52% of order 

book. It also focused on export orders. Its steel foundry business, which reported 

losses in FY15, reverted back to profit in Q1FY16. The current order book stands at INR 

12.5bn, which is 2.9x FY15 revenue, providing revenue visibility for the next two 

years. Around 48% of it is from wagons while the rest comes from the steel foundry, 

bridges and structural’s. 

DFC commissioning for sustained demand of wagons 

The eastern and western dedicated freight corridors (DFC), encompassing 3,300km, 

are expected to be commissioned by December 2019. Hence, even if demand from IR 

were to decline after the DFCs (IR has to provide 70% of traffic to DFCs) start their 

operations, additional demand would be able to offset the dip and provide sustainable 

growth of wagons demand in India. However, DFCs would need wagons of improved 

quality (higher axle load). TEXRAIL is in the process of developing high axle load 

wagons upto 25 tonnes for the upcoming DFC. The current maximum axle load on the 

IR track is 22.9 tonnes and the DFC proposes to progressively move up to 32.5 tonnes. 

TEXRAIL is all geared to tap this demand. It recently won a contract worth Rs. 1800 

crore from the Dedicated Freight Corridor Corporation of India. 

Acquisitions & Collaborations 

During FY14 TEXRAIL acquired 49% in Kalindee Rail Nirman and now it is in the 

process of merging the company with itself. It’s acquisition of Kalindee Rail has 

enhanced its portfolio. The combined synergy will provide a wide range of offerings, 

from track laying, civil construction, structural fabrication, signaling (including route 

relay), telecommunications & auto fare collection as well as end products, such as 

wagons, coaches and locomotive shells & assemblies. It can see a major operational 

improvement after its merger as it will be able to bid for large value projects. During 

September 2015 It has decided to acquire a 76% stake in Bright Power Projects 

(India), an EPC company, specializing in over head electrification (OHE) solutions for 

the Indian Railways. Over the past it has entered into joint ventures with MNCs 

including Australian based UGL Rail Services, French Group Company Touax Rail and 

US based Wabtec International. It has also entered into a technical tie-up with 

Kawasaki of Japan. 
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Key Risks  

 There is uncertainty in timely placement of Indian Railways (IR) wagon orders. 

Any delay or not releasing new orders will adversely affect its operations just as 

it has for the past two years and continues into FY16. 

 The company operates in a competitive environment with 15 peers and with 

25000 wagons capacity and thus pricing is expected to be low. Due to lower 

demand by IR, capacity utilization for all producers is low. Hence this competitive 

may lead to lower margin. 

 Demand from the private sector for special purpose commodity-specific wagons 

depends on GDP growth, which, in turn, sustains demand for specific 

commodities, such as coal, steel, cement and alumina. 

 There is a possibility that despite receiving orders and mobilizing main raw 

materials, execution may be delayed which may lengthen the working capital 

cycle. 

Valuation 

Being the largest wagons manufacturer in India, it is best suited to take advantage of 

any growth opportunity coming from Indian Railways. After its acquisition of Kalindee 

Rail and Bright Power Projects (India) it has became a total rail solutions provider. The 

demand for wagons in future is set to improve on the backdrop of eastern and 

western dedicated freight corridors construction, which is encompassing around 

3300km. Demand from defense and private segment will further inflate the demand 

for wagons. It will hugely benefit from it diversification into steel foundry, bridges 

and structurals. It has a net cash of Rs 4 billion at FY15 end, implying Rs 19 cash per 

share which makes its balance sheet strong and also gives strength to go for further 

expansion or acquisition without leveraging its balance sheet. Hence, we believe 

Texmaco is well placed to benefit from government’s massive impetus in developing 

Indian railways infrastructure and thus recommend our investors to BUY the scrip with 

target price of Rs 183 from 12-18 months investment horizon. At current price, the 

scrip is valued at P/E multiple of 31x on FY17E EPS. 
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Disclosure 
  
The Research Analysts and /or Ashika Stock Broking Limited do hereby certify that all the views expressed in this research report accurately reflect their 
views about the subject issuer(s) or securities. Moreover, they also certify the followings: 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relative, has any financial interest in the subject company(ies) 

covered in this report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relative, have actual/beneficial ownership of 1% or more in the 

subject company, at the end of the month immediately preceding the date of the publication of the research report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates or his/its relatives has any material conflict of interest at the time of 

publication of the research report. No 
 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have received compensation for investment banking or merchant banking or 

brokerage services or for product other than for investment banking or merchant banking or brokerage services from the companies covered in this 
report in the past 12 months. No 

 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have managed or co managed in the previous 12 months any private or 
public offering of securities for the company(ies) covered in this report. No 

 The Research Analyst or Ashika Stock Broking Limited or his/its Associates have received any compensation or other benefits from the company(ies) 
covered in this report or any third party in connection with the Research Report. No 

 The Research Analyst has served as an officer, director or employee of the company(ies) covered in the research report. No 
 The Research Analyst or Ashika Stock Broking Limited has been engaged in Market making activity of the company(ies) covered in the research report. 

No 
  
Disclaimer 
  
This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Ashika 
Stock Broking Ltd. is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely for your 
information and should not be reproduced or redistributed to any other person in any form. The report is based upon information that we consider 
reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. Ashika Stock Broking Ltd. or any of its affiliates or 
employees shall not be in anyway responsible for any loss or damage that may arise to any person from any inadvertent error in the information 
contained in this report. Ashika Stock Broking Ltd., or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any 
kind, regarding any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular 
purpose, and non-infringement. The recipients of this report should rely on their own investigations. 


