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IRB Infrastructure Developers Ltd
REDUCE, TP Rs40, Rs57 close

The EPC OB/sales ratio stood at 0.8x and
is a cause of concern. The stock trades at
an expensive valuation of 2.3x FY25F P/BV
vs. 10-year median of 1.3x.

KNR Constructions Ltd

REDUCE, TP Rs222, Rs346 close

Over FY19-24, the average OB/sales ratio
was 2.2x and sales grew at a CAGR of
15%. We forecast flat EPC sales over
FY24-26F, considering the weak OB-to-
sales ratio (1.2x).

NCC Ltd

REDUCE, TP Rs150, Rs274 close

While the OB/sales ratio (2.7x) is healthy,
over FY19-24, the average OB/ sales ratio
was 3.8x and sales grew at a 9% CAGR.
We forecast a 7% EPC sales CAGR over
FY?24-26F.

Summary Valuation Metrics

P/E (x) Mar25-F Mar26-F
IRB Infrastructure

Developers Ltd 30.08 235
KNR Constructions Ltd 18.49 16.76
NCC Ltd 18.12 17.06
P/BV (x) Mar25-F Mar26-F
IRB Infrastructure

Developers Ltd 229 2.09
KNR Constructions Ltd 2.55 2.22
NCC Ltd 2.18 1.94
Dividend Yield Mar25-F Mar26-F
IRB Infrastructure 0.39% 0%

Developers Ltd
KNR Constructions Ltd

NCC Ltd

0.18%
0.31%

0.18%
0.33%
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Constrn & Material - Overall
3QFY25 results preview

m We expect a 12% yoy decline in 3QFY25F EPC sales of companies in our
coverage universe, barring NCC where we factor in a 10% yoy rise in sales.

= We have an Underweight rating on the sector because of a likely slowdown in
project execution in FY25F and stretched stock valuations.

3QFY25 results expectations

We expect a 12% yoy decline in EPC sales in 3QFY25F for Dilip Buildcon (DBL), PNC
Infratech & KNR Constructions together. We expect 10% yoy sales growth for NCC, driven
by its strong order book (highest among peers). For toll-based assets, we forecast ~5%
goq rise in revenue. We factor in a steady EPC EBITDA margin for companies in our
coverage universe, like that in 2QFY25.

Execution of Infrastructure projects: Likely speed bump in FY25F
The government’s capex on the infrastructure sector via (a) budgetary support, and (b)
investment in public sector undertakings (PSUs) via internal and extra budgetary resources
(IEBR) grew at a 17% CAGR (FY16-24). Project execution in the years of general elections
fell by an average 5% yoy in four prior instances, independent of whether there was a
change in the government or not. We expect a 5% dip in execution in FY25F. There are
hopes of a revival in orders in 2HFY25, leading to strong sales growth in FY26F. However,
even factoring in a 15-20% yoy sales growth in FY26F implies a 5-8% sales CAGR (FY24-
26F).

Coverage companies: Concern over slim OB-to-sales ratio

EPC EBITDA in 2QFY25 for companies in our coverage universe declined by 23% yoy.
The average OB-to-sales ratio was 1.9x (vs. 2.8x in Mar 2023). Order inflows (Rs344bn) in
FY24 and in 1HFY25 (Rs147bn) were lower than the run-rate in FY23 (Rs531bn). We factor
in a 6% average EPC sales CAGR (FY24-26F) vs. 9% (FY19-24). When compared to Mar
2023, the latest OB-to-sales is lower for all our coverage companies.

Key stock calls: REDUCE NCC, KNR Constructions & IRB Infra

Over the last six months, the stock price of companies in our coverage universe declined
by 14% on an average. NCC & KNR Constructions are trading at expensive EV/ EBITDA.
PNC Infratech trades at close to its historical average and Dilip Buildcon trades at a
discount to its historical average. We have a REDUCE rating on NCC and KNR, valuing
their EPC business at 6x FY26F EV/EBITDA each. We also have a REDUCE rating on IRB
Infrastructure due to its rich valuation (2.3x FY25F P/BV). Strong order inflow in FY25F vs.
our estimate is an upside risk.

Figure 1: 3QFY25F earnings of companies under our coverage

(Rs m) Revenue yoy % qoq % EBITDA yoy % qog % Adj. PAT yoy % qog %
IRB Infrastructure 18,458 -11 10 8,314 -4 8 1,157 -38 158
IRB InvIT 2,813 5 7 2,307 18 7 925 14 8
Dilip Buildcon 22,836 -11 5 2,512 -21 13 513 -32 64
PNC Infratech 15,802 -12 38 1,896 -21 42 1,200 -21 48
NCC 52,370 10 18 4,975 4 24 2,394 13 49

KNR Constructions 7,868 -13 -8 1,220 -17 -12 2,394 -14 -22




Equities

Construction and Materials | India
Constrn & Material - Overall | January 01, 2025

3QFY25 results preview

Figure 2: 3QFY25F estimates for companies under our coverage

Company 3QFY25F 3QFY24 yoy % 2QFY25 goq %| Comments
IRB Infrastructure (Consolidated)
Sales (Rs m) including other income 18,458 20,773 (11.1) 16,716 10.4
EPC segment Sales (Rs m) 11,774 14,407 (18.3) 10.717 9.9 We expect 18% decline in EPC sales yoy and 5% yoy rise in
BOT segment Sales (Rs m) 6,684 6,366 5.0 5,999 11.4 BOT Sales.
EBITDA (Rs m) 8,314 8,695 (4.4) 7,667 8.4
EBITDA margin % 45.0 41.9 45.9
Adj. PAT (Rs m) 1,157 1,874 (38.3) 449 157.7
IRB InvIT (Consolidated)
Sales (Rs m) 2,813 2,678 5.0 2,627 7.1 We expect 18.5% yoy rise in EBITDA yoy driven by 5% yoy rise
EBITDA (Rs ”_1) 2,307 1,947 18.5 2,164 6.6 | insales and better EBITDA margin yoy.
EBITDA margin % 82.0 72.7 82.4
Adj. PAT (Rs m) 925 809 14.3 853 8.4
Dilip Buildcon (Standalone)
Sales (Rs m) 22,836 25,711 (11.2) 21,769 4.9
EBITDA (Rs m) 2,512 3,185 (21.1) 2,221 13.1 We expect 11.2% yoy dip in Sales and 21% yoy dip in EBITDA.
EBITDA margin % 11.0 12.4 10.2
Adj. PAT (Rs m) 513 750 (31.6) 312 64.4
PNC Infratech (Standalone)
Sales (Rs m) 15,802 18,027 (12.3) 11,491 37.5 We expect 12% yoy decline in Sales and 21% yoy decline in
EBITDA (Rs m) 1,896 2,395 (20.8) 1,336 41.9 | ERITDA .
EBITDA margin % 12.0 13.3 11.6
Adj. PAT (Rs m) 1,200 1,511 (20.6) 809 48.3
NCC (Standalone)
Sales (Rs m) 52,370 47,469 10.3 44,450 17.8
EBITDA (Rs m) 4,975 4,793 3.8 4,012 24.0 We expect 10.3% yoy rise in sales and 3.8% rise in EBITDA.
EBITDA margin % 9.5 10.1 9.0
Adj. PAT (Rs m) 2,394 2,128 13 1,606 49
KNR Constructions (Standalone)
Sales (Rs m) 7,868 9,054 (13) 8,560 (8) s Lo
EBITDA (Rs m) 1,220 1473 (17) 1,380 12) dv::tixgltian:tégﬁuo(jise;:llér;e in Sales and 17% yoy decline in EBITDA
EBITDA margin % 155 16.3 16.1 ’
Adj. PAT (Rs m) 733 855 (14) 935 (22)

Order inflow slows down in FY24-1HFY25 >»

The average OB-to-sales ratio for companies under our coverage was 1.9x, lower
than that in Mar 2023 (2.8x). Order inflows (Rs344bn) in FY24 and just Rs147bn
in 1HFY25 were lower than the run-rate in FY23 (Rs531bn). When compared to
the Mar 2023 construction OB-to-sales ratio, the latest number is lower for all
companies in our coverage. NCC has the highest OB-to-sales ratio while IRB
Infrastructure and KNR Constructions’ OB-to-sales ratios are low.

While NCC’s OB/sales ratio (2.7x) is healthy, we note that over FY19-24 the
average OB/ sales ratio was at 3.8x and sales grew at a CAGR of 9%. We forecast
a 10% EPC sales CAGR over FY24-26F.

Figure 3: Order inflow (construction projects) over FY19-1HFY25 for EPC companies in
our coverage

Order inflow

(Rs bn) FY19 FY20 FYy21 FY22 FY23 FY24 1HFY25
Dilip Buildcon 64 69 175 72 99 25 21
NCC 207 (64) 186 99 242 273 52
PNC Infratech 80 12 79 92 129 23 66
IRB Infrastructure 6 (12) 68 70 25 - -

KNR Constructions 38 35 48 52 36 22 8

Total 396 39 557 385 531 344 147
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Figure 4: OB-to-sales ratio and sales growth of EPC companies in our coverage

Order book/ Sales (x) yoy Sales growth (%)

FY19 FY20 FYy21 FY22 FY23 FY24  2QFY25 FY19 FY20 Fy21 FY22 FY23 FY24 1HFY25
Dilip Buildcon 2.3 2.1 3.0 2.8 2.5 1.7 1.7 18 2 3 ) 12 4 (10)
NCC 3.4 3.2 5.2 4.0 3.8 3.1 2.7 60 (32) (12) 39 34 39 10
PNC Infratech 4.0 1.8 2.4 2.4 2.9 2.1 3.2 71 55 3 26 13 5 (31)
IRB Infrastructure 2.4 0.9 2.0 2.7 2.3 1.2 0.8 19 11 (25) 13 ©)] 30 @
KNR Constructions 1.9 2.4 2.6 2.8 2.4 1.3 1.2 11 5 20 22 14 7 (10)
Average 2.8 2.1 3.0 2.9 2.8 1.9 1.9 36 8 ) 20 14 17 8

Figure 5: Order inflow in 1HFY25 accounted for 15% of the order book

(Rs bn) Order flow Order book

1HFY25 (A) 1HFY25 (B) A/B (%)
Dilip Buildcon 21 186 11
NCC 52 526 10
PNC Infratech 66 141 47
IRB Infrastructure - 48 -
KNR Constructions 8 49 16
Total 147 950 15

Despite the decline in CMPs in the last six months, most stocks
are trading at a premium to their six-year median EV/EBITDA »
Over the last six months, stock prices of companies in our coverage have declined
by an average 14%. Despite the decline, NCC and KNR Constructions are trading
at expensive EV/ EBITDA valuations. PNC Infratech is trading at close to its
historical average and Dilip Buildcon or DBL is trading at below its historical

average.
[Figure 6: Change in CMPs in the last six months (%) Figure 7: Valuations of main third-party construction companies
Six-month change in CMP EV/ EBITDA (x) for EPC Premium (%) of FY25F
IRB Infra (12) segment multiple vs.
Dilip Buildcon (14) 6-year median  FY26F 6-year median
PNC Infra (31) Dilip Buildcon 5.6 4.6 (18)
NCC (15) NCC 6.1 9.2 51
KNR Constructions - PNC Infratech 5.9 5.8 (2
Average (14 KNR Constructions 8.7 10.7 23
Average 6.6 7.6 15
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Recommendation Framework

Stock Ratings Definition:

Add The stock’s total return is expected to exceed 10% over the next 12 months.
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Sector Ratings Definition:
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Neutral A Neutral rating means stocks in the sector have, on a market cap-weighted basis, a neutral absolute recommendation.
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