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Amravati Capital City project to boost incremental NCC

order opportunity NCC Limited o

-+

About the stock: NCC is one of the leading construction companies with presence Particulars _8

across varied vet_‘ticals of infrastructure space such as buildings, roads, water, Particular = Eae o

mining and electrical. Standalone order book stood at X 51,483 crore as of FY24. Market Cap 19,868 D)

e Well-diversified order backlog, robust execution capabilities, and strong Total Debt FY24 1,005 é\

focus on working capital to be key over next few years. Cash Fy24 1,044 O

EV 19,829 g'

Investment Rationale: 52 week H/L (%) 338/119 o
Equit ital 125.6

e Revival of Amravati Capital City could drive incremental order iR O
Face value 2.0

opportunity: The formation of the new government in Andhra Pradesh is -
likely to drive revival of the Amravati Capital City project. NCC could be Shareholding pattern

presented with a new ordering opportunity as we note that it previously Promoters J”"Z'ZZS‘ Sepz-zzg Decz-zzg Marz-zzg

had orders to tune of ~X 6600 crore from Amravati in 2017-18, large part DIl 23 10 05 06

; ; : Flis 225 242 239 273
of which got cancelled in 2019. Furthermore, revival of the Polavaram other 439 s P 00

Irrigation Project, could also further drive ordering opportunity in the water
segment for NCC. rice Chart

e Poised for a healthy execution ahead with strong order book: NCC has ggg 24000
standalone order book of X 51,483 crore, (~2.8x book to bill ratio), largely 240 18000
aided by X 18,439 crore (up 37% YoY) worth of orders secured in FY24 on 180 12000

standalone basis. On consolidated basis, order book stood at X 57,536 120 6000
crore, driven by order inflows of X 27283 crore. The company has guided 60 1
for an order booking of about ~X 20,000 - 22,000 crore, with ordering likely g AP P P g
to be impacted in 1HFY25 owing to elections. The topline growth guidance T T Te T
is ~15% for FY25. Given the robust orderbook, we expect healthy revenue 238242482
CAGR of ~15% over FY24-26E to X 24209 crore. NCC (LHS) — Nifty
e Strong earnings growth momentum & higher return ratios

ahead: The EBITDA margin guidance is 9.5% -10% for FY25, amidst the o Lower than expected order
competitive bidding scenario, and with company focussing on revenue inflows
growth momentum in FY25 over margins. With healthy execution, we bake . .

. Heightened competitive

in EBITDA margins at 10%/10.5% in FY25/FY26 vs. 9% in FY24 (~10% on _ o . )
adjusted basis). Healthy topline growth coupled with stable finance cost is Intensity impacting margins

likely to drive ~27.9% earnings CAGR over FY24-26E. The strong earnings Research Analyst

momentum will translate into improvement in return ratios, with RoEs

likely to expand to 15.4% in FY26 vs. 12.3% in FY24. Bhupendra Tiwary, CFA

bhupendra.tiwary@icicisecurities.com

Hammaad Ahmed Ulde
hammaad.ulde@icicisecurities.com
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e NCC is a key beneficiary of the tailwinds in the buildings, roads, water,
mining and electrical segments. Given the strong order book visibility, and
improving balance sheet strength, it is poised for a healthy growth ahead.

e We value NCC at X 395, at 18x FY26 P/E, and maintain our BUY rating
on the stock

Key Financial Summary

% crore Fy21 FY22 FY23  FY24E 5year CAGR (FY19-24) FY25E  FY26E 2 year CAGR (FY24-26E)
Net Sales 7,256 9,930 13,351 18,314 8.7% 21,053 24,209 15.0%
EBITDA 855 996 1,343 1,648 3.0% 2,105 2,547 24.3%
EBITDA Margin (%) 11.8 10.0 10.1 9.0 10.0 10.5
Adj. PAT 261 344 569 837 8.2% 1,048 1,370 27.9%
Adj. EPS R) 4.3 5.6 9.1 10.1 16.7 21.8
P/E (x) 73.8 39.4 34.9 315 19.0 14.5
EV/EBITDA(x) 24.1 20.0 14.6 11.7 9.2 7.4
RoNW (%) 4.9 5.9 9.0 12.3 13.6 15.4
RoCE (%) 11.2 13.3 17.9 20.1 23.1 26.2

Source: Company, ICICI Direct Research
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Financial Summary

X crore FY23 FY24 FY25E FY26E X crore FY23 FY24 FY25E FY26E
Net Sales 13,351 18,314 21,053 24,209 Profit after Tax 569 631 1,048 1,370
Other Income 152 124 139 167 Depreciation 200 209 225 244
Total revenues 13,504 18,439 21,192 24,376 Prov for Taxes 71 78 118 216
CF before wc changes 977 1,258 1,785 2,204
RM Exp. 4,751 7,277 7,642 8,740 Change in WC 231 (181) 130 (889)
Employee exp 520 641 737 847 Taxes Paid (131) (209) (291) (366)
Constr. exp 6,431 8,448 10,190 11,645 Net CF from op. activities 595 960 384 962
Other Exp 307 301 379 431
Total op exp. 12,009 16,666 18,947 21,662 (Purchase)/Sale of FA (314) (256) (250) (250)
(Purchase)/Sale of Inv. 62 (190) - -
EBITDA 1,343 1,648 2,105 2,547 Net CF from inv. activities (253) (446) (250) (250)
Interest 510 595 605 629 Change in Debt (205) 25 95 (500)
Depreciation 200 209 225 244 Other - - - -
PBT 785 911 1,414 1,841 Net CF from fin. activities (255) (115) (62) (688)
Taxes 216 280 366 471
PAT 569 631 1,048 1,370 Net Cash flow 87 399 72 24
Adjusted PAT 569 837 1,048 1,370 Opening Cash 559 646 1,044 1,116
EPS 9.1 10.1 16.7 21.8 Closing Cash 646 1,044 1,116 1,140
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
X crore FY23 FY24 FY25E FY26E FY23 FY24 FY25E FY26E
Equity Capital 126 126 126 126 Per Share Data
Reserve and Surplus 6,196 6,687 7,578 8,759 Reported EPS 9.1 10.1 16.7 21.8
Shareholders funds 6,322 6,813 7,704 8,885 Cash EPS 12.2 13.4 20.3 25.7
BVPS 100.7 108.5 122.7 141.5
Total Debt 980 1,005 1,100 600
Other Non-curr. Liab. - - - - Operating Ratios
Def.Tax Liability (48) (59) (59) (59) EBITDA / Net Sales 10.1 9.0 10.0 10.5
Source of Funds 7,254 7,759 8,745 9,426 PAT / Net Sales 4.3 4.6 5.0 5.7
Gross Block 2,491 2,712 2,962 3,212 Return Ratios
Less: Acc. Dep 1,328 1,537 1,762 2,006 RoE 9.0 12.3 13.6 15.4
Net Block 1,163 1,175 1,200 1,206 RoCE 17.9 20.1 23.1 26.2
Capital WIP 22 40 40 40 RolC 17.3 21.6 24.8 27.9
Total Fixed Assets 1,185 1,215 1,240 1,246
Investments 1,095 1,286 1,286 1,286 Valuation Ratios
EV /EBITDA 14.6 11.7 9.2 7.4
Inventory 1,078 1,434 1,673 1,923 P/E 34.9 31.5 19.0 14.5
Sundry Debtors 2,945 2,791 3,461 3,980 EV / Net Sales 1.5 1.1 0.9 0.8
Loans & Advances 372 369 519 597 Market Cap / Sales 1.4 1.1 0.9 0.8
Cash &Bank 646 1,044 1,116 1,140 Price to Book Value 3.1 2.9 2.6 2.2
Other Current Assets 7,514 8,382 9,635 11,079
Total Current Assets 12,554 14,019 16,403 18,720 Turnover Ratios
Asset turnover 1.8 2.4 24 2.6
Trade Payable 4,823 6,117 7,032 8,086 Debtors Turnover Ratio 4.5 6.6 6.1 6.1
Provisions 129 150 173 199 Creditors Turnover Ratic 2.8 3.0 3.0 3.0
Other Curr.Liabilities 3,346 3,251 3,737 4,297
Total Curr. Liabilities 8,298 9,518 10,942 12,582 Solvency Ratios
Net Current Assets 4,256 4,501 5,462 6,138 Net Debt / Equity 0.1 (0.0) (0.0) (0.1)
Current Ratio 1.4 1.4 1.4 1.4
Application of Funds 7,254 7,759 8,745 9,426 Quick Ratio 1.3 1.2 1.2 1.2
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
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RATING RATIONALE

ICICI Direct endeavours to provide objective opinions and recommendations. ICICI Direct assigns ratings to
its stocks according to their notional target price vs. current market price and then categorizes them as Buy,
Hold, Reduce and Sell. The performance horizon is two years unless specified and the notional target price is
defined as the analysts' valuation for a stock

Buy: >15%
Hold: -5% to 15%;
Reduce: -15% to -5%j;

Sell: <-15%
1 |
@ icici direct.com| No
Invonnunu’o,n.::ullm'"np' BROKER
ICICI Securities Ltd. |l 755 a8xins
) 3 Analyst Award 2012 e’
Pankaj Pandey Head - Research pankaj.pandey@icicisecurities.com

ICICI Direct Research Desk,
ICICI Securities Limited,
Third Floor, Brillanto House,
Road No 13, MIDC,

Andheri (East)

Mumbai - 400 093
research@icicidirect.com
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ANALYST CERTIFICATION

I/We, Bhupendra Tiwary, CFA, MBA (Finance), Hommaad Ahmed Ulde, MMS (Finance), Research Analysts Research Analysts, authors and the names subscribed to this report,
hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We also certify that no part of our
compensation was, is, or will be directly or indirectly related to the specific recommendation(s) or view(s) in this report. It is also confirmed that above mentioned Analysts of this
report have not received any compensation from the companies mentioned in the report in the preceding twelve months and do not serve as an officer, director or employee of the
companies mentioned in the report.

Terms & conditions and other disclosures:

ICICI Securities Limited (ICICI Securities) is a full-service, integrated investment banking and is, inter alia, engaged in the business of stock brokering and distribution of financial
products.

ICICI Securities is Sebi registered stock broker, merchant banker, investment adviser, portfolio manager and Research Analyst. ICICI Securities is registered with Insurance
Regulatory Development Authority of India Limited (IRDAI) as a composite corporate agent and with PFRDA as a Point of Presence. ICIC| Securities Limited Research Analyst SEBI
Registration Number — INHO00000990. ICICI Securities Limited SEBI Registration is INZ000183631 for stock broker. Registered Office Address: ICICI Venture House, Appasaheb
Marathe Marg, Prabhadevi, Mumbai - 400 025. CIN: L67120MH1995PLC086241, Tel: (91 22) 6807 7100. ICICI Securities is a subsidiary of ICICI Bank which is India’s largest
private sector bank and has its various subsidiaries engaged in businesses of housing finance, asset management, life insurance, general insurance, venture capital fund
management, etc. (“associates”), the details in respect of which are available on www.icicibank.com.

Investments in securities market are subject to market risks. Read all the related documents carefully before
investing.

Registration granted by Sebi and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns to investors. None of the
research recommendations promise or guarantee any assured, minimum or risk-free return to the investors.

Name of the Compliance officer (Research Analyst): Mr. Atul Agrawal
Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
For any queries or grievances: Mr. Prabodh Avadhoot Email address: headservicequality@icicidirect.com Contact Number: 18601231122

ICICI Securities is one of the leading merchant bankers/ underwriters of securities and participate in virtually all securities trading markets in India. We and our associates might
have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its
analysts, persons reporting to analysts and their relatives are generally prohibited from maintaining a financial interest in the securities or derivatives of any companies that the
analysts cover.

Recommendation in reports based on technical and derivative analysis centre on studying charts of a stock's price movement, outstanding positions, trading volume etc as opposed
to focusing on a company's fundamentals and, as such, may not match with the recommendation in fundamental reports. Investors may visit icicidirect.com to view the
Fundamental and Technical Research Reports.

Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

ICICI Securities Limited has two independent equity research groups: Institutional Research and Retail Research. This report has been prepared by the Retail Research. The views
and opinions expressed in this document may or may not match or may be contrary with the views, estimates, rating, and target price of the Institutional Research.

The information and opinions in this report have been prepared by ICICI Securities and are subject to change without any notice. The report and information contained herein is
strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or
to the media or reproduced in any form, without prior written consent of ICICI Securities. While we would endeavour to update the information herein on a reasonable basis, ICICI
Securities is under no obligation to update or keep the information current. Also, there may be regulatory, compliance or other reasons that may prevent ICICI Securities from doing
so. Non-rated securities indicate that rating on a particular security has been suspended temporarily and such suspension is in compliance with applicable regulations and/or ICICI
Securities policies, in circumstances where ICICI Securities might be acting in an advisory capacity to this company, or in certain other circumstances.

This report is based on information obtained from public sources and sources believed to be reliable, but no independent verification has been made nor is its accuracy or
completeness guaranteed. This report and information herein is solely for informational purpose and shall not be used or considered as an offer document or solicitation of offer
to buy or sell or subscribe for securities or other financial instruments. Though disseminated to all the customers simultaneously, not all customers may receive this report at the
same time. ICICI Securities will not treat recipients as customers by virtue of their receiving this report. Nothing in this report constitutes investment, legal, accounting and tax
advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report
may not be suitable for all investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient.
This may not be taken in substitution for the exercise of independent judgment by any recipient. The recipient should independently evaluate the investment risks. The value and
return on investment may vary because of changes in interest rates, foreign exchange rates or any other reason. ICICI Securities accepts no liabilities whatsoever for any loss or
damage of any kind arising out of the use of this report. Past performance is not necessarily a guide to future performance. Investors are advised to see Risk Disclosure Document
to understand the risks associated before investing in the securities markets. Actual results may differ materially from those set forth in projections. Forward-looking statements
are not predictions and may be subject to change without notice.

ICICI Securities or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject company
for any other assignment in the past twelve months.

ICICI Securities or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from the date of
this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory
service in a merger or specific transaction.

ICICI Securities or its associates might have received any compensation for products or services other than investment banking or merchant banking or brokerage services from
the companies mentioned in the report in the past twelve months.

ICICI Securities encourages independence in research report preparation and strives to minimize conflict in preparation of research report. ICICI Securities or its associates or its
analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of the research report.
Accordingly, neither ICICI Securities nor Research Analysts and their relatives have any material conflict of interest at the time of publication of this report.

Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

ICICI Securities or its subsidiaries collectively or Research Analysts or their relatives do not own 1% or more of the equity securities of the Company mentioned in the report as of
the last day of the month preceding the publication of the research report.

Since associates of ICICI Securities and ICICI Securities as a entity are engaged in various financial service businesses, they might have financial interests or actual/beneficial
ownership of one percent or more or other material conflict of interest various companies including the subject company/companies mentioned in this report.

ICICI Securities may have issued other reports that are inconsistent with and reach different conclusion from the information presented in this report.
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