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Weak Performance! ... Ncc

About the stock: NCC is one of the leading construction companies with presence NCC Limited
across varied verticals such as buildings, roads, water, mining and electrical.
Standalone order book is at X 51,834 crore, 2.7x TTM book to bill. Particulars
. . . . Particular X crore
o WeII—dlversme.d ordef backlog, robust execution capabilities, and strong Market Capitalisation 12,557
focus on working capital to be key over next few years. Total Debt FY24 1.005
Q3FY25 Performance: NCC reported revenue from operations for Q3 FY25 at E$Sh Fra4 1;,(5)‘11‘81
4671 crore, down 1.6% YoY given slower pace of execution due to elections and 52 week HIL (%) e /'191
extended rainfall which led to elongated billing cycles. Subsequently, EBITDA . ;
Equity capital 125.6

reported at X409.5 crore was down 14.6% YoY along with margins reported at 8.8% c | 50
YoY, down 130 bps YoY. PAT was reported at X185.4 crore, down 13% YoY given ace vaue :

the muted execution. Shareholding pattern

Mar-24  Jun-24 Sep-24  Dec-24

. Promoters 47.5 47.5 47.5 47.5

Investment Rationale: DIl 249 278 284 279
. . . . Fls 192 162 16.1 16.0

e Elections led slowdown in Q3; Healthy order book; Execution to pick up Other 8.4 8.5 8.1 8.6

in FY26: The company attributed the weak execution to elections and Price Chart

extended rainfall and elongated billing cycle, thereof. Thus, topline growth

guidance was revised downward at ~5% (vs 15% earlier) for FY25. We 400 27000
note that the standalone order book is at X 51,834 crore, 2.7x TTM book to 320 20750
bill. The total order inflow for 9M FY25 stood at 13600 crore and L1 240 14500
position for orders worth X 9000-10000 crore. Thus, management has el 8250
maintained order booking guidance of ~X 20,000 - 22,000 crore for FY25. . ‘

While management has refrained from guiding for FY26, given the robust g A I . AUy
orderbook and healthy pipeline, we expect healthy revenue CAGR of TTTLTLY
~12.7% over FY24-27E to X 26,228 crore, with growth recovery from FY26 2222222

onwards NCC (LHS) —— Nifty

e Net debt surged; Margin guidance pruned: Given the elongated billing

cycle, the gross debt, at 2415 crore, was up by X680 crore QoQ. The

7 ¢ . Lower than expected order
company expects the same to reduce as it receives the payments. The inflows
EBITDA margin guidance was revised downward to 9.25% (vs 9.5%
earlier) given the weak 9MFY25, albeit it indicated improved margins at e Heightened competitive
9.5% for Q4. We bake in EBITDA margins at 9%/9.4%/9.7% in intensity impacting margins
o ;
FY25/FY26/FY27 vs. 9% in FY24. Research Analyst
Rating and Target Price Bhupendra Tiwary, CFA

bhupendra.tiwary@icicisecurities.com
e NCC is a key beneficiary of the tailwinds in the buildings, roads, water,

mining and electrical segments. Given the strong order book visibility,
execution is likely to improve ahead.

Hammaad Ahmed Ulde
hammaad.ulde@icicisecurities.com
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e We value NCC at X 265 (vs. X 400, earlier), now valuing it at 12x FY27
(vs. 15x, earlier), and maintain our BUY rating on the stock

Key Financial Summary

X crore FY22 FY23 FY24E 5 year CAGR (FY19-24) FY25E FY26E FY27E 2 year CAGR (FY24-27E)
Net Sales 9,930 13,351 18,314 8.7% 19,229 22,345 26,228 12.7%
EBITDA 996 1,343 1,648 3.0% 1,750 2,101 2,544 15.6%
EBITDA Margin (%, 10.0 10.1 9.0 9.1 9.4 9.7
Adj. PAT 344 569 837 8.2% 789 1,090 1,385 18.3%
Adj. EPS R) 5.6 9.1 10.1 12.6 17.4 22.1
P/E (x) 25.1 22.3 20.1 16.1 11.6 9.2
EV/EBITDA(x) 13.0 9.4 7.5 7.0 5.7 4.5
RoNW (%) 5.9 9.0 12.3 10.6 13.1 14.5
RoCE (%) 13.3 17.9 20.1 19.7 22.7 24.4

Source: Company, ICICI Direct Research
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Performance highlights and outlook

e Order Book and Order Pipeline: the standalone orderbook stood at
X51834 crore as of Q3 FY25, 2.7x TTM book to bill. The management
has indicated a prospective bidding pipeline of 2.4 lakh crore for the
year. The order book break up —the building division is worth 321085
crore (38% of total order book), the transportation division is worth
10800 crore (19% of total orderbook), the Water division is worth
%5450 crore (10% of total orderbook) electrical T&D business is worth
10633 crore (19% of total orderbook), the irrigation and mining
divisions are worth 4496 crore (8% of total orderbook) and X3050
crore (5% of total orderbook).

¢ Guidance: The management has revised the revenue growth guidance
downward to 5% (vs 15% earlier) and EBITDA margin guidance to
9.25% (vs 9.5%) for the year. It also indicated it expects to achieve
margins of around 9.5% in Q4. It has however maintained the order
inflow outlook at X20000-22000 crore for the year, given it has already
achieved over X13600 crore worth of order inflows as of 9M FY25
(X8440 crore in Q3) and has L1 position worth X9000-10000 crore in
pipeline.

e JJM and River Interlinking project: For the ]JJM project, the
management indicated a beginning balance of 8000 crore, of which
3400 crore has been executed and the balance work for execution
stands at 4700 crore. It also indicated the importance of the Ken-
Batwa River Interlinking project, it hopes to tap into the healthy
pipeline of river interlinking projects going forward as it is starting to
gain traction.

e Andhra Pradesh Prospects: The management has indicated that the
clients are attempting to close the projects which were awarded in the
past. The state government is expected to start the process of
awarding contracts for the capital city development soon. As for the
receivables, on the capital city front, pending payments to the tune of
X160 crore are expected to be received by end of March 2025. Also,
there is an exposure of about 400-450 crore in the running projects,
out of which the company has received X230 crore in Q3 leaving a
balance of X200-250 crore yet to be received for the running projects.

¢  Smart meters project: Recall, the company had secured three Smart
Meters projects valued close to X 8000 crore, out of the three projects,
the two projects in Maharashtra are worth approximately X 5700
crore, and the third project is in the state of Bihar which is value at
about X2300 crore.

o The company has commenced the trials for the Bihar project
having already installed 3 lakh meters showcasing good
progress in the state, once the sample testing is done, the
company expects to receive the green signal from the client
to start rolling out the project.

o Asfor Maharashtra, execution had slowed down owing to the
state elections with government deferring the projects for a
few months, with the government now stabilized, the
company is receiving the clearances, management is hoping
for execution to pick up.

¢ NCC Vizag deal: The company has received the full payment for the
equity portion of the project. On the loan front, out of X374 crore, the
company have received about X15 crore against the interest amount,
it expects X374 crore to be realized in the next couple of years.

e Debt: The company’s debt at the beginning of the year stood atX1005
crore with net debt after cash and cash equivalents at X517 crore. As
of Q3, the debt stood at 2415 crore and net debt at Y2343 crore. The
debt has increased by X680 crore compared to Q2. The debt-to-equity
ratio stood at 0.33x at the end of Q3.
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e Capex: The company has incurred a capex of X223 crore as of Q3 as
against the budgeted capex of X250 crore. The balance capex is likely

to be incurred during Q4.

*  Working Capital: The working capital as of Q3 stood at X5488 crore
(32% of turnover) with working capital days at 95 days for the quarter.

Exhibit 1: Quarter Performance

Q3FY25 Q3FY24 YoY (%)

Net Sales 4,670.9
Other Income 48.8
Total Construction Expenses 2,343.0
Employee cost 193.2
Other expenditure 1,725.3
EBITDA 409.4
EBITDA Margin (%) 8.8
Depreciation 52.9
Interest 161.0
Exceptional items 0.0
PBT 244.3
Taxes 59.0
Adjusted PAT 185.3

4,747.3

26.3

2,268.8

173.3

1,825.5

479.7

10.1

52.8
154.8
0.0
298.4
85.2
213.2

-1.6

85.6
3.3
115
-5.5
-14.7

-134 bps

0.2
4.0
NA
-18.1
-30.7
-13.1

Q2FY25 QoQ(%)

4,445.0

35.1
1,989.2
188.9

1,865.7
401.2

9.0

53.9
164.5
0.0
217.8
57.3
160.6

5.1

39.1
17.8
2.3
-7.5
2.1

-26 bps

-1.7
-2.2
0.0
12.2
3.0
15.4

Comments

Topline declined given slower pace of
execution due to elections and extended
rainfall which led to elongated billing
cycles

Margin decline was owing to negative
operating leverage

Source: Company, ICICI Direct Research
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Financial Summary

X crore FY24 FY25E FY26E FY27E X crore FY24 FY25E FY26E FY27E
Net Sales 18,314 19,229 22,345 26,228 Profit after Tax 631 789 1,090 1,385
Other Income 124 143 157 173 Depreciation 209 225 243 261
Total revenues 18,439 19,372 22,502 26,401 Prov for Taxes 71 78 118 216
CF before wc changes 1,198 1,435 1,798 2,207
RM Exp. 7,277 7,538 8,647 10,150 Change in WC 231 (181) 130 (512)
Employee exp 641 673 782 918 Taxes Paid (131) (209) (291) (266)
Constr. exp 8,448 8,941 10,413 12,144 Net CF from op. activities 960 501 690 844
Other Exp 301 327 402 472
Total op exp. 16,666 17,479 20,244 23,684 (Purchase)/Sale of FA (256) (250) (250) (250)
(Purchase)/Sale of Inv. (190) - - -
EBITDA 1,648 1,750 2,101 2,544 Net CF from inv. activities (446) (250) (250) (250)
Interest 595 613 557 604 Change in Debt 25 95 (500) -
Depreciation 209 225 243 261 Other - - - -
PBT 911 1,054 1,458 1,851 Net CF from fin. activities (115) (62) (688) (188)
Taxes 280 266 367 467
PAT 631 789 1,090 1,385 Net Cash flow 399 189 (249) 406
Adjusted PAT 837 789 1,090 1,385 Opening Cash 646 1,044 1,233 985
EPS 20.1 19.7 22.7 24.4 Closing Cash 1,044 1,233 985 1,391
Source: Company, ICICI Direct Research Source: Company, ICICI Direct Research
X crore FY24 FY25E FY26E FY27E FY24 FY25E FY26E FY27E
Equity Capital 126 126 126 126 Per Share Data
Reserve and Surplus 6,687 7,319 8,221 9,417 Reported EPS 10.1 12.6 17.4 22.1
Shareholders funds 6,813 7,444 8,346 9,543 Cash EPS 13.4 16.1 21.2 26.2
BVPS 1085 1186 1329 152.0
Total Debt 1,005 1,100 600 600
Other Non-curr. Liab. - - - - Operating Ratios
Def.Tax Liability (59) (59) (59) (59) EBITDA / Net Sales 9.0 9.1 9.4 9.7
Source of Funds 7,759 8,486 8,888 10,084 PAT / Net Sales 4.6 4.1 4.9 5.3
Gross Block 2,712 2,962 3,212 3,462 Return Ratios
Less: Acc. Dep 1,537 1,762 2,004 2,266 RoE 12.3 10.6 13.1 145
Net Block 1,175 1,200 1,208 1,196 RoCE 20.1 19.7 22.7 24.4
Capital WIP 40 40 40 40 RolC 21.6 21.1 23.6 26.4
Total Fixed Assets 1,215 1,240 1,247 1,236
Investments 1,286 1,286 1,286 1,286 Valuation Ratios
EV/EBITDA 7.5 7.0 5.7 4.5
Inventory 1,434 1,528 1,775 2,084 P/E 20.1 16.1 11.6 9.2
Sundry Debtors 2,791 3,161 3,673 4,311 EV / Net Sales 0.7 0.6 0.5 0.4
Loans & Advances 369 474 551 647 Market Cap / Sales 0.7 0.6 0.6 0.5
Cash & Bank 1,044 1,233 985 1,391 Price to Book Value 1.9 1.7 1.5 1.3
Other Current Assets 8,382 8,800 10,226 12,003
Total Current Assets 14,019 15,196 17,210 20,436 Turnover Ratios
Asset turnover 2.4 2.3 2.5 2.6
Trade Payable 6,117 6,422 7,463 8,760 Debtors Turnover Ratio 4.5 6.6 6.1 6.1
Provisions 150 158 183 215 Creditors Turnover Rati 2.8 3.0 3.0 3.0
Other Curr.Liabilities 3,251 3,413 3,966 4,656
Total Curr. Liabilities 9,518 9,994 11,613 13,631 Solvency Ratios
Net Current Assets 4,501 5,203 5,697 6,805 Net Debt / Equity (0.0) (0.0) (0.0) (0.1)
Current Ratio 1.4 1.4 1.4 1.4
Application of Funds 7,759 8,486 8,888 10,084 Quick Ratio 1.2 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

1/We, Bhupendra Tiwary, CFA, MBA (Finance), Hammaad 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
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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.
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Contact number: 022-40701000 E-mail Address: complianceofficer@icicisecurities.com
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have investment banking and other business relationship with a significant percentage of companies covered by our Investment Research Department. ICICI Securities and its
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analysts cover.
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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
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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
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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
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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
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