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Execution a mix bag

Moderate execution due to prolonged monsoon and lack of order wards in the Jiten Rushi

past year is expected to contain revenue growth at ~9% YoY for our research@bobcaps.in

infrastructure universe in Q3FY20. EBITDA margins should hold firm, but
earnings are forecast to decline ~12% YoY on higher interest and depreciation.
PNCL and HGIEL are likely to buck the trend with stronger earnings. DBL,
HGIEL, KNRC and ASBL saw order inflows in Q3 vs. nil for other coverage
stocks. We continue to prefer PNCL, HGIEL, KNRC and ASBL.

Execution to remain moderate: We expect revenue growth of ~9% YoY for our RECOMMENDATION SNAPSHOT

coverage stocks in Q3 mainly due to the extended monsoon season hampering Ticker Price  Target Rating
the pace of project execution. PNCL is likely to clock robust revenue growth of ASBLIN 102 190 BUY
~78% YoY led by a high executable order backlog and low base. EBITDA DBLIN 405 560 BUY
margins for our coverage look to be stable in the range of 12-19%, while HGINFRAIN 263 390 BUY
adjusted PAT margins are expected to decline by ~150bps YoY to 6.4% due to KNRCIN 255 340 BUY
. . - PNCL IN 194 245 BUY
higher interest and depreciation.
SADE IN 123 160 BUY

Moderate order inflows: Order inflows failed to revive after elections (Centre Price & Target in Rupees | Price as of 9 Jan 2020

as-well-as states) as expected, due to land acquisition issues and delayed
disbursals amid a change of guard at various state governments. We believe ORDER BACKLOG as on Dec’19E*

NHAI awarding could pick up from end Jan'20. The book-to-bill ratio for road Backlog Book-to-  Executable

Ticker . .
developers remains strong at 2.2-2.9x as on Dec’19 despite subdued ordering. Lol ity Ll
ASBL IN 93.9 2.4 80.8
Award of appointed dates a key positive: As at end-Dec’19, ADs for only 7 of DBLIN 209.8 2.3 887
the 45 HAM projects won by our coverage universe (excluding 2 won in Q3) HGINFRAIN 613 2.8 532
. ) . KNRC IN 65.6 29 704
were pending from NHAI (vs. 12 as at end-Sep19), leading to a better
. . . PNCL IN 105.8 22 81.1
executable backlog for most companies. Our management interactions suggest
SADE IN 80.2 25 100.0

the balance dates could be awarded in Q4 (5 projects)/FY21 (2 projects).
Source: Company, BOBCAPS Research |

. . *Includes L1 projects
Quarterly monitorable: The key quarterly monitorable to watch for would be

the leverage position, working capital cycle, outlook on the award of ADs for
the remaining projects, perspective on order inflows, progress on asset

monetisation plans and segmental diversification plans to support growth.

Stay selective: Execution visibility on the existing order backlog remains intact,
albeit with some lag due to delayed ADs, even as India’s road sector holds immense
opportunities. We believe players with lean balance sheets will benefit the most
when ordering activity revives. We stay selective and prefer PNCL, HGIEL,
KNRC and ASBL.

BOB Capital Markets Ltd is a wholly owned subsidiary of Bank of Baroda
Important disclosures, including any required research certifications, are provided at the end of this report. A
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FIG1- BOBCAPS INFRASTRUCTURE (ROADS) UNIVERSE: STANDALONE Q3FY20 ESTIMATES

:::‘P::; Revenue % change EBIDTA % change PBT % change Adjusted PAT % change EPS (Rs) % change

(S;i"::';"e Q3FY20E  Q3FY19 Q2FY20 | YoY QoQ |Q3FY20E  Q3FY19 Q2FY20 | YoY QoQ |Q3FY20E  Q3FY19 Q2FY20 | YoY QoQ |Q3FY20E  Q3FY19 Q2FY20 | YoY QoQ |Q3FY20E  Q3FY19 Q2FY20 | YoY QoQ
ASBL 10,714 10,651 8223 | 06 303 1,365 1,487 1229 | 82 1 1180 1,301 18 | ©3) 55 867 1,019 727 | a9 193 31 36 26 |049) 193
DBL 24950 24872 18094 | 03 379 4,368 4,407 3215 | 09 359 1,838 2213 698 | 17.00 1633 1,286 2,069 577 | G78) 1228 9.4 151 42 |@78) 1228
HGIEL 5,862 5,506 4742 | 65 236 881 806 733 | 93 201 580 523 474 | 109 225 434 352 386 | 232 126 67 54 59 | 232 126
KNRC 5,250 4,489 5230 | 170 04 993 901 1077 | 102 78 502 485 542 34 73 438 an 342 66 280 31 29 24 | 66 280
PNCL 12,950 7270 10707 | 781 209 1,790 1,021 1477 | 752 21 1,300 661 1013 | 967 284 889 473 619 | 879 437 35 18 24 | 879 437
SADE 8,000 9,255 5651 | 136) 416 973 17108 696 | 1220 398 s 703 276 | 27.3) 855 399 563 259 | @om 542 23 33 15 | @on 542
Total 67,734 62,044 52647 | 92 287 | 10,369 9,731 8426 | 66 231 5,91 5,887 4120 | 04 435 4314 4,888 2910 | 1. 483 - - - - -

Source: Company, BOBCAPS Research

FIG 2 - MARGIN TREND

EBIDTA margin (%) PBT margin (%) Adjusted PAT margin (%)

Name of company

Q3FY20E Q3FY19 Q2FY20 Q3FY20E Q3FY19 Q2FY20 Q3FY20E Q3FY19 Q2FY20
ASBL 127 14.0 14.9 1.0 12.2 13.6 8.1 9.6 8.8
DBL 17.5 17.7 17.8 7.4 8.9 39 52 8.3 32
HGIEL 15.0 4.6 15.5 9.9 9.5 10.0 7.4 6.4 8.1
KNRC 18.9 20.1 20.6 9.6 10.8 10.4 8.3 9.2 6.5
PNCL 13.8 14.0 13.8 10.0 9.1 9.5 6.9 6.5 5.8
SADE 12.2 12.0 12.3 6.4 7.6 49 5.0 6.1 4.6
Total 15.3 15.7 16.0 8.7 9.5 7.8 6.4 79 5.5
Source: Company, BOBCAPS Research
FIG 3 - ORDER BACKLOG TREND
Company Order backlog (including L1 projects) Book to bill ratio (x)
(Rs bn) Jun’7 Sep17 Dec'17 Mar'18 Jun’18 Sepl8 Dec’18 Mar'19 Jun19 Sep19 Dec19E as on Dec'19E
ASBL 64.3 61.1 59.4 19.1 107.8 97.6 954 96.6 90.4 975 93.9 2.4
DBL 156.3 142.0 123.6 238.8 240.9 239.4 231.0 217 190.3 241.5 209.8 23
HGIEL - - - 46.1 531 48.8 43.5 62.2 571 532 61.3 2.8
KNRC 334 359 44.8 63.0 59.6 58.1 55.2 59.0 65.2 66.8 65.6 29
PNCL 86.7 103.0 98.4 102.2 124.5 19.5 138.0 131.5 18.9 18.7 105.8 22
SADE 83.8 77.2 96.4 132.5 1371 1374 128.7 119.8 108.1 952 80.2 2.5

Source: Company, BOBCAPS Research
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FIG 4 - KEY HIGHLIGHTS FOR THE QUARTER

Comments

Company

Ashoka Buildcon
(ASBL)

Expect subdued revenue growth of 0.6% YoY due to the extended monsoon
Construction revenue is expected to grow by 0.5% YoY to Rs 10.2bn
Expect increase in gross debt by ~Rs SO0mn QoQ to ~Rs 5.5bn

= Margins expected to decline by ~120 bps YoY to 12.7%, due to favourable revenue mix last year

Received AD for two NHAIHAM projects (Tumkur-Shivamoga package | & I1)
Order inflows stood at Rs 20.4bn (includes Bundelkhand Expressway project / Smart City project / Kandi-Ramsanpalle HAM project)

Toll collection across projects on a like to like basis is expected to grow by ~4% YoY

Led by delay in award of ADs and extended monsoon, the revenue growth is expected to remain subdued at 0.3% YoY

With the receipt of AD for the remaining two HAM projects, ADs now in place for all the 12 HAM projects

Dilip Build
(D”BPL) utideen = Margins expected to decline by ~20 bps YoY to 17.5%, but largely in line with the assumption of full year
* Order inflows stood at Rs 31.8bn (includes Bundelkhand Expressway project / Gorakhpur Link Expressway project/ Rajkot Greenfield
airport project)
* Expect moderate revenue growth of 6.5% YoY due to execution at the Gurgaon-Sohna HAM project was halted for 40 days in Q3 due to a
construction ban in Delhi-NCR
HG Infra = Margins expected to improve by ~40 bps YoY to 15%, led by better revenue mix
Enei .
(;grsz;mg * Received AD for the Delhi-Vadodara greenfield section, Pkg 4 (EPC project) and we expect ~Rs 500mn of execution in Q3
* Order inflows stood at Rs 14bn (includes Adani Road Transport subcontracting work: Mancherial-Repallewada project / Rewari Bypass
HAM project)
= Expect revenue growth of 17% YoY on a low base, while the sequentially it remains flat due to the prolonged monsoon impacting the
KNR execution of HAM projects and land acquisition issue on Navayuga Engineering irrigation project where the work remains stalled
Constructions = Strong execution expected from the irrigation project awarded by Megha Engineering and we expect revenue of ~Rs 1.25bn
(KNRC) * Margins expected to decline by ~115 bps YoY to 18.9%, but largely in line with the assumption of full year

Order inflows stood at Rs 4.1bn (includes two projects for comprehensive road maintenance from GMHC)

PNC Infratech

Robust execution momentum to continue backed by award of ADs in six out of seven HAM projects. Expect revenue growth of 78.1% YoY

albeit on a low base

(PNRC) = Margins forecast to remain unchanged sequentially

= Traffic growth expected to remain strong albeit on a lower base and we expect gross toll collection growth of 18.5% YoY

= Expect degrowth in revenue due to termination of projects (3 HAM projects terminated over Q2-Q3) due to land acquisition issues and
Sadbhav hence a low executable order backlog. We expect decline in revenue by 13.6% YoY
(ESr‘:gE;rlnE = Margins expected to grow by ~20 bps YoY to 12.2%, but largely in line with the assumption of full year

Expect gross standalone debt to remain elevated at ~Rs 16bn, resulting in higher interest cost outgo

Source: Company, BOBCAPS Research

EQUITY RESEARCH

FIG5 - QUARTERLY EBITDA MARGIN TREND

(%) === ASBL == DBL HGIEL —=——=KNRC e=—=——=PNCL == SADE
28 -

23 1

Q3FY17
Q4FY17
QIFY18
Q2FYI8
Q3FYI8
Q4FY18
QIFYI9
Q2FY19
Q3FY19
Q4FY19
QIFY20
Q2FY20
Q3FY20E

Source: Company, BOBCAPS Research
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FIG 6 - KEY FINANCIALS (STANDALONE)

2} BOBCAPS
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oy Revenue (Rs bn) EBITDA (Rs bn) PBT (Rs bn) EBITDA margins (%) Adjusted EPS (Rs) ROE (%) ROCE (%)

REM=cch FY19 FY20E FY21E FY22E FY19 FY20E FY21E FY22E| FY19 FY20E FY21E FY22E| FY19 FY20E FY21E FY22E| FY19 FY20E FY21E FY22E| FY19 FY20E FY21E FY22E FY19 FY20E FY21E FY22E
ASBL 382 451 51.5 551 52 5.8 6.6 6.9 4.6 5.0 5.6 57 13.5 12.8 129 125 10.2 125 14.9 15.0 16.1 14.9 15.3 13.5 222 19.3 19.6 185
DBL 9.2 985 1104 1236 16.0 17.4 19.4 217 8.0 7.4 9.0 1.0 17.6 17.7 17.5 17.5 55.9 382 44.9 54.7 269 151 15.3 16.0 21.6 201 216 227
HGIEL 2041 239 301 34.6 3.0 3.6 4.5 52 1.9 2.4 31 3.6 151 15.0 15.0 15.0 19.0 275 358 41.8 16.3 22.0 267 271 206 240 245 227
KNRC 214 237 29.2 331 4.3 4.2 5.1 5.8 2.7 2.3 29 35| 20.0 17.5 17.5 17.5 18.7 154 15.7 18.3 19.2 1.9 127 131 18.9 14.2 157 169
PNCL 30.7 50.6 61.2 639 4.3 7.0 8.5 8.8 31 5.1 6.3 6.5 141 137 13.8 13.8 12.7 19.5 171 17.7 1.9 14.6 15.6 14.0 15.2 19.8 201 18.8
SADE 355 34.0 377 406 4.3 4.2 4.6 5.0 2.6 21 27 3.1 121 12.2 12.2 12.2 10.9 9.7 n7z 13.2 9.5 79 8.8 9.2 9.8 8.4 9.1 9.5
Source: Company, BOBCAPS Research

FIG7 - VALUATION SUMMARY (STANDALONE)

YE March Prosn:::: Price M Cap e, A Upside P/E (x) Va:::e:: Implied P/E (x)* EV/EBITDA (x)* P/BV (x)

Company holding (%) (Rs)*  (Rsbn) (%) FY20E FY21E FY22E (Rs) FY20E FY21E FY22E | FY20E FY21E FY22E FY20E FY21E FY22E

ASBL 54.3 102 29  BUY 190 871 8.1 6.8 6.8 70 2.6 22 22 37 3.0 2.6 11 1.0 0.9

DBL 75.0 405 56  BUY 560 38.3 10.6 9.0 7.4 7 7.5 6.4 53 4.4 39 3.3 1.5 1.3 11

HGIEL 739 263 17 BUY 390 46.3 9.6 7.4 6.3 45 7.9 6.1 52 5.0 37 3.0 21 1.6 1.3

KNRC 55.2 255 39  BUY 340 33.6 19.7 16.2 13.9 84 13.3 10.9 9.3 7. 53 42 22 1.9 1.7
PNCL 56.1 194 51 BUY 245 26.6 14.4 1.3 10.9 50 10.7 84 8.1 6.7 53 4.7 1.9 1.6 14
SADE 46.6 123 21 BUY 160 29.9 12.6 10.6 9.3 43 82 6.9 6.1 7.2 6.1 54 1.0 0.9 0.8

Source: Company, BOBCAPS Research | “Ex of investments in SPV's | **Price as of 9 Jan 2020
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Disclaimer

Recommendations and Absolute returns (%) over 12 months

BUY - Expected return >+15%
ADD - Expected return from >+5% to +15%
REDUCE - Expected return from -5% to +5%

SELL - Expected return <-5%

Note: Recommendation structure changed with effect from 1January 2018 (Hold rating discontinued and replaced by Add / Reduce)

Rating distribution

As of 31 December 2019, out of 83 rated stocks in the BOB Capital Markets Limited (BOBCAPS) coverage universe, 5O have BUY ratings, 18 are rated ADD, 9 are
rated REDUCE and 6 are rated SELL. None of these companies have been investment banking clients in the last 12 months.

Analyst certification

The research analyst(s) authoring this report hereby certifies that (1) all of the views expressed in this research report accurately reflect his/her personal views about the
subject company or companies and its or their securities, and (2) no part of his/her compensation was, is, or will be, directly or indirectly, related to the specific

recommendation(s) or view(s) in this report. Analysts are not registered as research analysts by FINRA and are not associated persons of BOBCAPS.

General disclaimers

BOBCAPS is engaged in the business of Institutional Stock Broking and Investment Banking. BOBCAPS is a member of the National Stock Exchange of India Limited
and BSE Limited and is also a SEBI-registered Category | Merchant Banker. BOBCAPS is a wholly owned subsidiary of Bank of Baroda which has its various subsidiaries

engaged in the businesses of stock broking, lending, asset management, life insurance, health insurance and wealth management, among others.

BOBCAPSs activities have neither been suspended nor has it defaulted with any stock exchange authority with whom it has been registered in the last five years.
BOBCAPS has not been debarred from doing business by any stock exchange or SEBI or any other authority. No disciplinary action has been taken by any regulatory
authority against BOBCAPS affecting its equity research analysis activities.

BOBCAPS has obtained registration as a Research Entity under SEBI (Research Analysts) Regulations, 2014, having registration No.: INHOO0000040 valid till
03 February 2020. BOBCAPS is also a SEBI-registered intermediary for the broking business having SEBI Single Registration Certificate No.: INZO00159332 dated
20 November 2017.

BOBCAPS prohibits its analysts, persons reporting to analysts, and members of their households from maintaining a financial interest in the securities or derivatives of
any companies that the analysts cover. Additionally, BOBCAPS prohibits its analysts and persons reporting to analysts from serving as an officer, director, or advisory

board member of any companies that the analysts cover.

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients that reflect opinions contrary to the
opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations
expressed herein. In reviewing these materials, you should be aware that any or all of the foregoing, among other things, may give rise to real or potential conflicts of

interest. Additionally, other important information regarding our relationships with the company or companies that are the subject of this material is provided herein.

This material should not be construed as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be
illegal. We are not soliciting any action based on this material. It is for the general information of BOBCAPS's clients. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this

material, clients should consider whether it is suitable for their particular circumstances and, if necessary, seek professional advice.

The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any
investments. Past performance is not a guide for future performance, future returns are not guaranteed and a loss of original capital may occur. BOBCAPS does not
provide tax advice to its clients, and all investors are strongly advised to consult with their tax advisers regarding any potential investment in certain transactions —
including those involving futures, options, and other derivatives as well as non-investment-grade securities —that give rise to substantial risk and are not suitable for all
investors. The material is based on information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied on as such.
Obpinions expressed are our current opinions as of the date appearing on this material only. We endeavour to update on a reasonable basis the information discussed in

this material, but regulatory, compliance, or other reasons may prevent us from doing so.

We and our affiliates, officers, directors, and employees, including persons involved in the preparation or issuance of this material, may from time to time have “long” or
“short” positions in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein and may from time to time add to or dispose
of any such securities (or investment). We and our affiliates may act as market makers or assume an underwriting commitment in the securities of companies discussed
in this document (or in related investments), may sell them to or buy them from customers on a principal basis, and may also perform or seek to perform investment

banking or advisory services for or relating to these companies and may also be represented in the supervisory board or any other committee of these companies.
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For the purpose of calculating whether BOBCAPS and its affiliates hold, beneficially own, or control, including the right to vote for directors, one per cent or more of

the equity shares of the subject company, the holdings of the issuer of the research report is also included.

BOBCAPS and its non-US affiliates may, to the extent permissible under applicable laws, have acted on or used this research to the extent that it relates to non-US
issuers, prior to or immediately following its publication. Foreign currency denominated securities are subject to fluctuations in exchange rates that could have an adverse
effect on the value or price of or income derived from the investment. In addition, investors in securities such as ADRs, the value of which are influenced by foreign
currencies, effectively assume currency risk. In addition, options involve risks and are not suitable for all investors. Please ensure that you have read and understood the

Risk disclosure document before entering into any derivative transactions.

In the US, this material is only for Qualified Institutional Buyers as defined under rule 144(a) of the Securities Act, 1933. No part of this document may be distributed

in Canada or used by private customers in the United Kingdom.

No part of this material may be (1) copied, photocopied, or duplicated in any form by any means or (2) redistributed without BOBCAPS's prior written consent.

Company-specific disclosures under SEBI (Research Analysts) Regulations, 2014

The research analyst(s) or his/her relatives do not have any material conflict of interest at the time of publication of this research report.

BOBCAPS or its research analyst(s) or his/her relatives do not have any financial interest in the subject company. BOBCAPS or its research analyst(s) or his/her
relatives do not have actual/beneficial ownership of one per cent or more securities in the subject company at the end of the month immediately preceding the date of

publication of this report.

The research analyst(s) has not received any compensation from the subject company in the past 12 months. Compensation of the research analyst(s) is not based on

any specific merchant banking, investment banking or brokerage service transactions.

BOBCAPS or its research analyst(s) is not engaged in any market making activities for the subject company.

The research analyst(s) has not served as an officer, director or employee of the subject company.

BOBCAPS or its associates may have material conflict of interest at the time of publication of this research report.

BOBCAPS's associates may have financial interest in the subject company. BOBCAPS's associates may hold actual / beneficial ownership of one per cent or more

securities in the subject company at the end of the month immediately preceding the date of publication of this report.

BOBCAPS or its associates may have managed or co-managed a public offering of securities for the subject company or may have been mandated by the subject

company for any other assignment in the past 12 months.

BOBCAPS may have received compensation from the subject company in the past 12 months. BOBCAPS may from time to time solicit or perform investment banking
services for the subject company. BOBCAPS or its associates may have received compensation from the subject company in the past 12 months for services in respect
of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services or other advisory services in a merger or
specific transaction. BOBCAPS or its associates may have received compensation for products or services other than investment banking or merchant banking or

brokerage services from the subject company in the past 12 months.
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