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Expecting recovery

Capital Goods: Recommendation

Summary
® Government support in some sectors, while others stay muted: During Q4FY25, or 1o

the government capex or awards pick-up is still subpar ex of T&D. Our Capital Goods o [\ g RECO
interactions with the road segment stakeholders suggest that though the bid

pipeline is strong, awards are getting postponed. Water projects under JJM have | Larsené&Toubro 3258 4339 BUY
not seen any recent awards and even the awarded projects have slowed down. | Siemens e LA
Further, until Q3FY25, EPC players with high water segment in the mix, have | ABBIndia 5247 5716 ADD
been facing collection issues affecting the execution. During Q4FY25, there is | Cummins India 2921 4597  BUY
marginal improvement in collection though not enough to drive water segment | KECInternational 711 963  ADD
execution. There has been delay in issuances of LOA for projects where Hitachi Energy 12574 15001 ADD
developers are L1; the situation is expected to improve from Q1FY26. Metro | India

continues to witness muted tender activity. Only Power Transmission & | Thermax 3246 5001 BUY
Distribution and renewables continue to show robust activity as government | KalpataruPower 937 1309  BUY

continues to play catch-up with the expected increase in the power demand.
Revival in private real estate is aiding awards in the Building EPC segment.
Renewable power capacity augmentation driving awards: Investments in the

Source: HSIE Research, *as of 4t Apr 2025

Infrastructure: Recommendation

renewable power sector are emerging as a big decadal theme alongside defence | Summary
and power security. HVDC projects worth INR 1.2tn are expected to be awarded EPC/Infra CMP TP oo
over the next two years, which shall be equally split between EPC (45%) and INR  INR
Equipment players (55%), while T&D continues to witness increased ordering Dilip Buildcon 453 489  ADD
activity for higher capacities as reflected in the latest HVDC 6GW order won by | pne mmfratech 71 450  BUY
BHEL and Hitachi Energy consortium from AESL. Renewables growth & | xngr
execution remain strong with addition of 24 GW (Source: ICED, till Feb 2024) vs. | Constructions 232 3% BUY
19 GW in FY24. MNC companies have undertaken new capacity buildouts in | IRBInfra ADD
Developers 46 67

traditional segments and new opportunities like clean energy/automation. This

. . . . . NCC 216 335 BUY
expansion is being envisaged for catering to export and local demand. Punchy G Tl
capital goods valuation remains an area of concern though growth and margin | gqgincering 1085 1920  BUY
outperformance augurs well for support. Ashoka Buildcon 195 285  BUY
Earnings trend YoY/QoQ: We expect EPC/infra universe revenue/EBITDA/PAT éi‘:::;:;a 906 960  ADD
to grow/decline -0.9/-7.5/-9.8% YoY to INR 230.8/30.1/12.3bn, with EBITDA | .., Projects €34 708 ADD
margin at 13.0% (-92.8bps YoY). In capital goods, revenue/EBITDA/PAT are Y

ntatu
expected to grow/decline by 13.9/13/4.1% YoY to INR 1065.3/117.3/71.1bn, with
J. Kumar 711 984  ADD

EBITDA margin at 11.0% (-8.7bps YoY). The valuation of core EPC/infra is at
27.7/20.4/14.9x FY25/26/27E core EPS, which is in line with the long-term mean of
16x. Given the expected increase in execution on a QoQ basis, we see a case for
PE rerating for EPC players. For capital goods, the valuation stands at
49.7/38.6/31.2x for FY25/26/27E.

Road dominant players need to diversify, asset monetisation, robust balance
sheets and equity recycling to support valuation: We believe Q4FY25 will
continue seeing increase in the pace of execution, considering post monsoon
period and stable order backlog. Future awarding mix is expected to shift towards
an equity-intensive BOT toll revenue model. The balance sheets of companies are
robust and asset monetisation is picking pace. Tariffs imposed by US under
Trump administration will see effect in FY26; however, India capital goods sector
continues to be domestic focused seeing very limited impact. Tariff impact on
inflation and interest rates will be monitored.

Recommendations and stock picks: Recent correction presents an opportunity to
add strong balance sheet plays as (1) ordering remains strong in renewables,
T&D, buildings, and revival is expected in water & railways; while being muted
in roads etc.; (2) asset monetisation is fructifying; (3) balance sheets are strong and
NWC days are stable; and (4) cash flow generation is likely to improve. LT,
Cummins India, and Kalpataru are our top picks in the capital goods space. In
the infra space, we like HG, PNC, and NCC.

HSIE Research is also available on Bloomberg ERH HDF <GO> & Thomson Reuters

Infraprojects

Source: HSIE Research
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NET SALES (INR Bn) EBITDA (INR Bn) EBITDA Margin (%) APAT (INR Bn)

Capital Goods QoQ YoY

4QFY25 QoQ (%) YoY (%)| 4QFY25 QoQ (%) YoY (%)| 4QFY25 (bps) (bps) 4QFY25 QoQ (%) YoY (%)
Larsen & Toubro* 784.8 21.4 17.0 85.7 37.1 18.5 10.9 125.3 14.1 48.6 44.8 13.0
Siemens # 37.8 19.1 -28.8 42 33.2 -47.1 11.0 117.2 -379.8 4.0 24.4 -55.6
ABB India * 34.0 1.0 10.3 6.1 -6.6 8.7 18.1 -146.5 -27.7 5.0 -6.2 8.6
Cummins India 26.8 -13.0 15.9 5.4 -9.5 -0.2 20.2 78.6 -327.0 5.0 2.9 -11.1
KEC International* 70.2 31.1 13.8 54 455 40.4 7.8 76.6 147.2 2.5 91.8 63.8
Hitachi Energy 18.6 149 9.8 2.1 273 0.0 114 1107 67.4 14 1.0 0.0
India
Thermax* 31.8 26.7 15.0 3.2 71.0 18.3 10.2 263.4 28.7 2.4 106.9 254
Kalpataru Power 61.2 26.9 19.0 49 22.0 22.6 8.0 -32.2 234 2.2 42.3 49.2
Aggregate 784.8 21.4 17.0 85.7 371 18.5 10.9 125.3 14.1 48.6 448 13.0
*Consolidated; # 2QFY25 — YE Sep and estimates ex of Siemens Energy business, YoY includes Siemens Energy;
N1QCY25- YE Deg;
Source: Company, HSIE Research

NET SALES (INR Bn) EBITDA (INR Bn) EBITDA Margin (%) APAT (INR Bn)

EPC/Infra QoQ YoY

4QFY25 QoQ (%) YoY (%)| 4QFY25 QoQ (%) YoY (%)| 4QFY25 (bps) (bps) 4QFY25 QoQ (%) YoY (%)
Dilip Buildcon 23.0 6.7 215 2.1 1.2 -39.8 9.2 -50.7 -280.6 0.3 441.7 -71.0
PNC Infratech 15.0 24.5 -26.7 1.8 24.0 -32.6 12.1 -4.6 -105.9 1.1 33.8 4.8
KNR Constructions 7.6 8.00 -35.17 1.16 -1.42 -42.41 15.13  -144.53  -190.09 0.78 -1.16 -70.64
IRB Infra 169 50 179 7.0 58 217 412 345 -1994 10 984  -489
Developers*
NCC 53.4 14.3 -2.0 5.1 23.8 -0.5 9.5 73.4 14.3 2.5 34.4 -17.1
HG .Infra. 20.3 34.9 24.3 3.3 34.0 23.3 16.1 -10.1 -13.2 1.9 37.2 59.5
Engineering
Ashoka Buildcon 24.5 36.5 2.1 2.2 35.5 19.1 9.0 -6.7 161.2 1.0 63.0 91.2
Ahluwalia 13.1 37.3 123 12 403 135 9.1 19.2 94 0.7 503 2733
Contracts
PSP Projects 79 26.0 21.0 0.7 111.5 443 9.5 384.9 154.0 04 477.7 130.1
ITD Cementation* 32.7 45.8 45.0 3.2 53.1 43.0 9.6 45.8 -13.1 1.6 78.4 73.5
J. Kumar 16.4 102 15.0 24 9.2 175 146  -137 Gikg 11 13.0 13.1
Infraprojects
Aggregate 230.8 20.7 -0.9 30.1 16.9 -7.5 13.0 -42.1 -92.8 12.3 -81.9 -9.8
Source: Company, HSIE Research; *Consolidated
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. MCap CMP TP Adj. EPS (INR/sh) P/E (%) EV/EBIDTA (x) ROE (%)
Capital Goods RECO
INRBn INR INR FY25E FY26E FY27E| FY25E FY26E FY27E| FY25E FY26E FY27E| FY25E FY26E FY27E
I%ZLSE:O& 4477 3258 4339 BUY | 1114 1437 1735 310 241 199| 152 125 102| 168 193 203
Siemens # 1755 4928 7087 BUY | 792 937 1087| 650 550 474| 548 457 387| 172 176 175
ABB India 1112 5247 5716 ADD| 885 843 953| 615 645 571| 487 404  336| 263 245 229
E‘;ﬁmm 810 2921 4597 BUY | 680 782 926| 437 380 321| 376 313 250| 259 245 238
KEC
. 189 711 963 ADD| 213 411 505| 371 193 157| 160 113  10.0| 149 224 217
International*
Hitachi Energy
India 533 12574 15001 ADD | 760 1491 261.1| 1616 823 470/ 969 513 300/ 121 145 212
Thermax* 365 3246 5001 BUY | 538 736 967| 656 479 365| 432 316 233| 129 157 177
Ilfzifjrtam 152 937 1309 BUY | 369 536 665 272 187 151| 81 57 44| 33 41 44
Wt. Average 927 117.6 1459| 497 386 312| 323 248 19.6| 182 196 203
Source: Company, HSIE Research, *Consolidated; #Sep-YE, CMP before demerger record date 04™ April 2025;
~Dec-YE
Adj. EPS (INR/sh) P/E (x) EV/EBIDTA (x) ROE (%)
EPC/Infra MCap CMP TP = preo ) >
INRBn INR INR FY25E FY26E FY27E| FY25E FY26E FY27E| FY25E FY26E FY27E| FY25E FY26E FY27E
Dilip Buildcon | 66 453 489 ADD 111 143 330 323 250 108 6.5 5.7 44 3.1 3.8 8.3
PNC Infratech | 70 271 450 BUY 101 201  231| 113 5.7 5.0 3.6 3.3 3.1 79 106 11.0
KNR 65 232 338 BUY 139 139 18.6| 127 127 8.8 7.2 74 48| 108 96 12,0
Constructions
IRB Infra
280 46 67 ADD 0.9 12 16| 500 384 287| 122 115 103 4.0 5.1 6.5
Developers*
NCC 132 216 335 BUY 130 175 221| 157 116 9.2 7.1 5.8 48| 111 134 148
HG Infra 71 1085 1920 BUY | 858 977 1168| 110 97 81| 79 69 56| 220 206 201
Engineering
Ashoka
. 55 195 285 BUY 59 121  184| 173 8.4 5.2 8.2 6.5 5.1 42 81 112
Buildcon
OETEE 61 906 960 ADD | 276 468 644| 300 177 129| 156 104 78| 114 176 200
Contracts
PSP Projects 25 634 708 ADD 218 456 574 289 138 110 114 7.3 6.1 81 139 155
ITD . 91 532 633 BUY 242 331 417| 219 160 127 9.7 75 61| 241 255 249
Cementation®*
J. Kumar 54 711 98 ADD| 513 608 735 132 111 92| 63 52 38| 137 142 149
Infraprojects
Wt. Average 185 245 317| 277 204 149 9.3 7.9 66| 100 11.6 13.0
Source: Company, HSIE Research, *Consolidated;
Page | 3
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Disclosure:

We, Parikshit Kandpal, CFA, Jay Shah, CA and Aditya Sahu, MBA authors and the names subscribed to this report,
hereby certify that all of the views expressed in this research report accurately reflect my views about the subject issuer(s)
or securities. SEBI conducted the inspection and based on their observations have issued advise/warning. The said
observations have been complied with. I also certify that no part of my compensation was, is, or will be directly or
indirectly related to the specific recommendation(s) or view(s) in this report.

Research Analyst or his/her relative or HDFC Securities Ltd. does not have any financial interest in the subject company.
Also Research Analyst or his relative or HDFC Securities Ltd. or its Associate may have beneficial ownership of 1% or
more in the subject company at the end of the month immediately preceding the date of publication of the Research
Report. Further Research Analyst or his relative or HDFC Securities Ltd. or its associate does have/does not have any
material conflict of interest.

Any holding in stock - NO

HDEFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INH000002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is solely for information of the recipient only. The report must
not be used as a singular basis of any investment decision. The views herein are of a general nature and do not consider
the risk appetite or the particular circumstances of an individual investor; readers are requested to take professional
advice before investing. Nothing in this document should be construed as investment advice. Each recipient of this
document should make such investigations as they deem necessary to arrive at an independent evaluation of an
investment in securities of the companies referred to in this document (including merits and risks) and should consult
their own advisors to determine merits and risks of such investment. The information and opinions contained herein have
been compiled or arrived at, based upon information obtained in good faith from sources believed to be reliable. Such
information has not been independently verified and no guaranty, representation of warranty, express or implied, is made
as to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice.
Descriptions of any company or companies or their securities mentioned herein are not intended to be complete. HSL is
not obliged to update this report for such changes. HSL has the right to make changes and modifications at any time.
This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by,
any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such
distribution, publication, reproduction, availability or use would be contrary to law or regulation or what would subject
HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently sent or has reached any person in such country, especially, United States of America, the
same should be ignored and brought to the attention of the sender. This document may not be reproduced, distributed or
published in whole or in part, directly or indirectly, for any purposes or in any manner.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could
have an adverse effect on their value or price, or the income derived from them. In addition, investors in securities such
as ADRs, the values of which are influenced by foreign currencies effectively assume currency risk. It should not be
considered to be taken as an offer to sell or a solicitation to buy any security.

This document is not, and should not, be construed as an offer or solicitation of an offer, to buy or sell any securities or
other financial instruments. This report should not be construed as an invitation or solicitation to do business with HSL.
HSL may from time to time solicit from, or perform broking, or other services for, any company mentioned in this mail
and/or its attachments.

HSL and its affiliated company(ies), 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) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages
sustained due to the investments made or any action taken on basis of this report, including but not restricted to,
fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in the NAVs, reduction in the
dividend or income, etc.
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HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks,
securities and financial instruments dealt in the report, or may make sell or purchase or other deals in these securities
from time to time or may deal in other securities of the companies / organizations described in this report. As regards the
associates of HSL please refer the website.

HSL 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.

HSL 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 in the normal course of business.

HSL 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 HSL nor Research Analysts 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. HSL may have issued
other reports that are inconsistent with and reach different conclusion from the information presented in this report.
Research entity has not been engaged in market making activity for the subject company. Research analyst has not served
as an officer, director or employee of the subject company. We have not received any compensation/benefits from the
subject company or third party in connection with the Research Report.

Please note that HDFC Securities has a proprietary trading desk. This desk maintains an arm'’s length distance with the
Research team and all its activities are segregated from Research activities. The proprietary desk operates independently,
potentially leading to investment decisions that may deviate from research views.
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No. POP: 11092018; IRDA Corporate Agent License No.: CA0062; SEBI Research Analyst Reg. No.: INH000002475; SEBI
Investment Adviser Reg. No.: INA000011538; CIN - U67120MH2000PLC152193

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