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 Decadal capex across grid and thermal 

We engaged with policymakers and sector stakeholders across the 
power value chain. Key highlights: i) T&D/HV transformers demand 
to remain strong through current decade; no oversupply risk 
anticipated despite expansions in near to medium term (exhibit 3). ii) 
Thermal pipeline may extend further if targets are revised up (97GW 

currently versus 80GW a year ago). iii) New HVDCs order likely in FY27 
(Lakadia—Alephata: pending NCT approval see exhibit). 

Key beneficiaries in T&D, HVDC space: GVTD (‘BUY’, TP: INR3,450); 
Hitachi (‘BUY’, INR24,000); CG Power (‘BUY’, INR840); TARIL (‘BUY’, 
INR705). Beneficiaries in Thermal/Nuclear/Pumped Hydro market: 
BHEL (‘BUY’, INR335) – FY27 recovery play; L&T (‘BUY’, INR4,200). 

 
Key takeaways 

Supply shortage in HV transformers (> 220KV) is likely to ease from FY27–28, as 

new capacities come up. However, with elevated T&D demand likely for next 

decade driven by RE transition in India and worldwide, an oversupply scenario (such 

as FY09–10) is not expected (exhibit 1–3). India’s grid capex is multi-fold—inter-

state capex for RE followed by intra-state grid strengthening post-FY28. PGCIL has 

guided for INR450bn capex by FY28 (previous peak capex of ~INR250bn in FY18). 

RE typically needs 3–4x step up/down transformers with grid stability equipment, 

with added grid capex likely for Nuclear, PSP and thermal additions. 

High transformer pricing today driven by short supply in HV space (400–765KV). 

However, this gap may taper off after FY28, as new capacities come up. We reckon 

this shall affect pricing and margins of HV transformers only post-FY28 (as current 

OB has high margin orders, which are executable over FY26–28). However, a down 

cycle is unlikely given sustenance of RE transition-led demand. 

New approvals in HV space—New capacity in HV transformers is coming up based 

on robust demand projection, easing of qualification criteria for transformers with 

approved designs. E.g. earlier short circuit test for HV transformer could exceed one 

year, as testing bays were unavailable in India. However with new testing facilities 

available domestically now—approval timeline has shrunk from years to months. 

Thermal addition targets—Current thermal capex target is 97GW until FY35 

(pending tendering of estimate ~45GW). A pickup in power demand growth over 

FY27–28 (+0.5% YoY in YTD FY26 versus 5–6% average) coupled with replacement 

of older thermal plants (37GW to be more than 35 years by FY32— see exhibit 6) 

can lead to higher thermal capex. We reckon these can lead to potential addition 

of another 15–20GW of thermal addition beyond the 97GW target. 

On ground (transmission) execution challenges—Right of Way (RoW) is the biggest 

challenge. Recent compensation change is beneficial though progress is slow due 

to rise in costs/logistical issues, especially in urban areas. However higher RoW 

costs are likely to be a pass through in tariffs under ‘change in law”. 
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 PGCIL’s capex to grow 2–3x, assuming 40–50% share of INR9.15tn capex 

  

Source: PGCIL, Nuvama Research 

 Transformer demand robust: more than 50% of target set for FY22–27 to be achieved over next two years 

 

Source: IEEMA, NEP, Nuvama Research 

 HV transformers: large overcapacity unlikely; deficits to correct by FY28–32 

 

Source: Company, IEEMA, NEP, Nuvama Research. 
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 Four–five HVDCs in near-term pipeline — to be ordered out over next two–three years 

HVDC Projects Technology 
Size 

(MW) 

Cost (INR 

bn) 

Likely 

award 
Comments 

±800 kV Bhadla-III - Fatehpur HVDC 

line 
LCC 6,000 200-250 FY24-25E 

6,000MW, + 800 kV HVDC system between Bhadla-III 

and Fatehpur 

Adani Group won the project 

Equipment order placed to Hitachi Energy 

 ±350kV Pang - Kaithal HVDC line 

(Leh Ladakh) 
VSC 5,000 320 FY26-27E 

- + 350kV, 5,000MW VSC-based HVDC link from Pang 

to Kaithal 

- Allocated to PGCIL in Jan'22 through RTM route 

- Converted to HVAC 

±800kV Barmer-II - Jabalpur HVDC 

line 
LCC 6,000 150-200 FY26-27E 

- ±800kV HVDC line between Barmer-II (HVDC) -

Jabalpur PS(~1,100km) 

- Expected to see ordering in FY26/27E 

±800kV Khavda - Aurangabad HVDC 

line 
LCC 8,000 200-250 FY24-25E 

- Khavda – Aurangabad 8,000MW, ±800kV HVDC line 

- PGCIL won the project 

-  Equipment order placed to Hitachi Energy 

±500kV Khavda – South Olepad 

HVDC line 
VSC 2,500 120-150 FY26-27E - Expected to see ordering in FY26/27E. 

Total  25,000 990-1100 FY24-30E  

Source: NEP, CEA, Nuvama Research. Note: Khavda and Bhadla HVDCs, both have been won by consortium of Hitachi Energy and BHEL.  

 HVDCs under planning 

HVDC Projects Technology Cost (INR bn) Size (MW) 

Bikaner-Begunia (Rajasthan-Odisha) LCC (±800 kV) NA 6,000  

Beawar (Rajasthan) LCC (±800 kV) NA 6,000  

Paradeep – Andaman 
VSC 

(±320 kV) 
160 500 

Sri-Lanka HVDC Phase I 
VSC 

(±320 kV) 
99 500 

Lakadia–Alephata *±800 kV LCC / ±600 kV VSC NA 6,000  

Source: Nuvama Research. *Under discussions 

 Growing thermal replacement demand; plants >35 years at 37GW by FY32/50GW by FY40 

 

Source: Nuvama Research 
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Key beneficiaries 

BHEL – Maintain ‘BUY’ with a TP of INR335 

We retain ‘BUY’ as we are increasing FY26E EPS by 14.8%, but trimming FY27/28E by 

(1%)/(3%) as we believe that H2FY26 should start recording an uptick in execution 

and margins. We envisage: 

i) 7-8GW yearly of thermal OI in FY26–28E as it has already won 18.4GW in 

FY25 (versus 9.6GW in FY24). 

ii) Strong execution of INR448bn/INR504bn over FY27E/28E (on robust order 

book of INR2tn-plus in FY25). 

iii) 14.2%/15.1% OPM by FY27E/28E (operating leverage + GMs at pre-covid 

levels of 35%-plus) translating to FY27E EPS of INR13.2; at 25x FY27E EPS, 

yields a TP of INR335. 

 Revenue to accelerate as record thermal OI of 9.6GW/18.4GW in FY24/25 translates to incremental execution 

 

Source: Company, Nuvama Research 

 OPMs to expand to 14–15% underpinned by strong operating leverage (OPMs in last cycle 15–20%) 

 
Source: Company, Nuvama Research 

 

 

 -

 2,42,000

 4,84,000

 7,26,000

 9,68,000

 12,10,000

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

2
0

1
9

2
0

2
0

2
0

2
1

2
0

2
2

2
0

2
3

2
0

2
4

2
0

2
5

2
0

2
6

e

2
0

2
7

e

2
0

2
8

e

(I
N

R
 m

n
)

Order inflow Revenue

8.4

14.2
15.1

-15.0

-8.0

-1.0

6.0

13.0

20.0

0

120

240

360

480

600

FY09 FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25 FY26E FY27E FY28E

(%
)

(I
N

R
 b

n
)

Revenues Revenues (base case) EBITDA margin (%) EBITDA margin (base case)



 
 
 

 

DELHI MEETING 

 

Nuvama Research is also available on research.nuvama.com, Bloomberg - NUVA, Thomson Reuters, and Factset 5 Nuvama Institutional Equities 

 

 Target price sensitivity 

  Revenues CAGR (FY25-27E) 
 327 20% 25% 30% 35% 40% 

OPMs 
(FY27E) 

8% 110 129 150 172 194 

10% 168 193 219 246 274 

12% 227 257 288 320 354 

14% 285 320 357 394 433 

18% 403 447 494 543 593 

Source: Company, Nuvama Research 
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Financial Statements — BHEL 

 

Income Statement (INR mn) 
Year to  March             FY25A FY26E FY27E FY28E 

Total operating income 2,83,395 3,68,828 4,47,870 5,04,033 

Gross profit 94,943 1,23,726 1,58,515 1,83,574 

Employee costs 59,234 62,414 60,657 61,227 

Other expenses 23,293 30,509 34,452 46,139 

EBITDA 12,416 30,803 63,407 76,208 

Depreciation 2,720 3,401 4,110 4,275 

Less: Interest expense 7,483 5,332 5,776 5,776 

Add: Other income 5,034 5,776 7,961 10,679 

Profit before tax 7,247 27,847 61,482 76,837 

Prov for tax 2,117 6,962 15,370 19,209 

Less: Other adj 0 0 0 0 

Reported profit 5,130 20,885 46,111 57,628 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 5,130 20,885 46,111 57,628 

Diluted shares o/s 3,482 3,482 3,482 3,482 

Adjusted diluted  EPS 1.5 6.0 13.2 16.5 

DPS (INR) 0.5 1.2 1.2 1.2 

Tax rate (%) 29.2 25.0 25.0 25.0 

Important Ratios (%) 
Year to  March             FY25A FY26E FY27E FY28E 

COGS (% of rev) 66.5 66.5 64.6 63.6 

Employee cost (% of rev) 20.9 16.9 13.5 12.1 

Other exp (% of rev) 8.2 8.3 7.7 9.2 

EBITDA margin (%) 4.4 8.4 14.2 15.1 

Net profit margin (%) 1.8 5.7 10.3 11.4 

Revenue growth (% YoY) 19.3 29.6 21.4 12.5 

EBITDA  growth (% YoY) 102.7 148.1 105.8 20.2 

Adj. profit growth (%) 97.4 307.1 120.8 25.0 

Assumptions (%) 
Year to  March                  FY25A FY26E FY27E FY28E 

GDP (YoY %)  6.0 6.2 7.0 7.0 

Repo rate (%) 6.0 5.0 5.0 5.0 

USD/INR (average) 84.0 82.0 81.0 81.0 

Market size (GW) 6.0 6.0 6.0 6.0 

BHEL market share (%) 70.0 70.0 70.0 70.0 

Power OI (INR bn) 1,713.5 660.2 429.2 369.8 

Industry OI (INR bn) 110.0 99.0 99.0 99.0 

Power rev (% YoY) 0.6 0.3 1.3 2.0 

Industry rev (% YoY) 35.6 (3.6) 6.8 5.3 

Valuation Metrics 
Year to  March            FY25A FY26E FY27E FY28E 

Diluted P/E (x) 162.9 40.0 18.1 14.5 

Price/BV (x) 3.3 3.1 2.7 2.3 

EV/EBITDA (x) 68.4 26.4 12.3 9.5 

Dividend yield (%) 0.2 0.5 0.5 0.5 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to  March              FY25A FY26E FY27E FY28E 

Share capital 6,964 6,964 6,964 6,964 

Reserves 2,44,166 2,60,873 3,02,806 3,56,255 

Shareholders funds 2,51,130 2,67,837 3,09,770 3,63,219 

Minority interest 0 0 0 0 

Borrowings 90,146 88,860 88,860 88,860 

Trade payables 1,17,117 1,67,878 1,98,188 2,19,493 

Other liabs & prov 57,700 1,15,209 1,40,973 1,64,273 

Total liabilities 6,44,116 7,67,807 8,65,813 9,63,867 

Net block 28,625 27,942 26,616 25,195 

Intangible assets 843 825 740 587 

Capital WIP 1,954 1,954 1,954 1,954 

Total fixed assets 31,422 30,721 29,311 27,736 

Non current inv 6,717 6,717 6,717 6,717 

Cash/cash equivalent 76,124 1,11,123 1,41,603 1,97,428 

Sundry debtors 89,309 1,26,311 1,53,380 1,72,614 

Loans & advances 10,167 10,370 10,578 10,789 

Other assets 4,30,372 4,82,564 5,24,225 5,48,582 

Total assets 6,44,116 7,67,807 8,65,813 9,63,867 

Free Cash Flow (INR mn) 
Year to  March                FY25A FY26E FY27E FY28E 

Reported profit 5,130 20,885 46,111 57,628 

Add: Depreciation 2,720 3,401 4,110 4,275 

Interest (net of tax) 5,297 3,999 4,332 4,332 

Others   (8,522) 1,333 1,444 1,444 

Less: Changes in WC 17,295 18,873 (12,864) 802 

Operating cash flow 21,919 48,491 43,134 68,480 

Less: Capex (2,681) (2,700) (2,700) (2,700) 

Free cash flow 19,238 45,791 40,434 65,780 

Key Ratios 
Year to March         FY25A FY26E FY27E FY28E 

RoE (%) 2.1 8.0 16.0 17.1 

RoCE (%) 4.3 9.5 17.8 19.4 

Inventory days  166 173 185 190 

Receivable days 109 107 114 118 

Payable days 218 212 231 238 

Working cap (% sales) 114.9 83.3 71.6 63.5 

Gross debt/equity (x) 0.4 0.3 0.3 0.2 

Net debt/equity (x) 0.1 (0.1) (0.2) (0.3) 

Interest coverage (x) 1.3 5.1 10.3 12.5 

Valuation Drivers 
Year to March              FY25A FY26E FY27E FY28E 

EPS growth (%) 97.4 307.1 120.8 25.0 

RoE (%) 2.1 8.0 16.0 17.1 

EBITDA growth (%) 102.7 148.1 105.8 20.2 

Payout ratio (%) 33.9 20.0 9.1 7.3 
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GVTD – Maintain ‘BUY’ with a TP of INR3,450  

We maintain ‘BUY’ on the stock as one of our sector top picks, factoring in a revenue 

CAGR of ~27% over FY25–28E, EBITDA margins of ~23% (versus 19.1% in FY25) and 

EPS of INR53.7/INR61.3 (INR23.8 in FY25) for FY27E/28E. Backlog of ~INR130bn (3x 

FY25 sales) provides strong visibility while HVDC potential is an added trigger even 

as non-HVDC pipeline grows at 7–8%. We are valuing GVTD at 60x PE (earlier 55x) 

on Sep-27E EPS, yielding a TP of INR3,450 (earlier INR3,000). 

 Rising share of exports as % of total revenue 

 

Source: Nuvama Research 

 MNCs’ cost breakdown analysis (average of past 5Y) 

 

Source: Nuvama Research 
 

 FCF versus OCF/PAT—improving trajectory with cash generation 

 

Source: Nuvama Research 
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Financial Statements — GVTD 

 

Income Statement (INR mn) 
Year to March             FY25A FY26E FY27E FY28E 

Total operating income 42,923 55,979 79,347 88,830 

Gross profit 17,356 22,391 31,739 35,532 

Employee costs 3,999 5,052 5,868 7,100 

Other expenses 5,171 4,478 7,617 7,995 

EBITDA 8,187 12,861 18,253 20,438 

Depreciation 473 572 679 729 

Less: Interest expense 143 140 140 140 

Add: Other income 626 787 899 1,359 

Profit before tax 8,197 12,937 18,334 20,928 

Prov for tax 2,113 3,234 4,583 5,232 

Less: Other adj 0 0 0 0 

Reported profit 6,083 9,702 13,750 15,696 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 6,083 9,702 13,750 15,696 

Diluted shares o/s 256 256 256 256 

Adjusted diluted  EPS 23.8 37.9 53.7 61.3 

DPS (INR) 5.0 7.6 10.7 10.7 

Tax rate (%) 25.8 25.0 25.0 25.0 

Important Ratios (%) 
Year to March             FY25A FY26E FY27E FY28E 

COGS (% of rev) 59.6 60.0 60.0 60.0 

Employee cost (% of rev) 9.3 9.0 7.4 8.0 

Other exp (% of rev) 12.0 8.0 9.6 9.0 

EBITDA margin (%) 19.1 23.0 23.0 23.0 

Net profit margin (%) 14.2 17.3 17.3 17.7 

Revenue growth (% YoY) 35.5 30.4 41.7 12.0 

EBITDA  growth (% YoY) 156.7 57.1 41.9 12.0 

Adj. profit growth (%) 236.0 59.5 41.7 14.2 

Assumptions (%) 
Year to March                  FY25A FY26E FY27E FY28E 

GDP (YoY %)  6.3 6.3 6.3 6.3 

Repo rate (%) 5.3 5.3 5.3 5.3 

USD/INR (average) 82.0 82.0 82.0 82.0 

Domestic rev gwth (%) 42.2 34.9 41.7 12.0 

Exports rev gwth (%) 20.5 18.5 41.7 12.0 

Gross margin (%) 40.4 40.0 40.0 40.0 

EBITDA margin (%) 19.1 23.0 23.0 23.0 

Tax rate (%) 25.8 25.0 25.0 25.0 

Capex (INR mn) 622.4 1,500.0 1,000.0 1,000.0 

Valuation Metrics 
Year to March            FY25A FY26E FY27E FY28E 

Diluted P/E (x) 126.3 79.2 55.9 48.9 

Price/BV (x) 43.3 30.1 21.0 15.5 

EV/EBITDA (x) 93.1 59.0 41.3 36.4 

Dividend yield (%) 0.2 0.3 0.4 0.4 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to March              FY25A FY26E FY27E FY28E 

Share capital 512 512 512 512 

Reserves 17,219 24,981 35,981 48,927 

Shareholders funds 17,731 25,493 36,493 49,439 

Minority interest 0 0 0 0 

Borrowings 0 0 0 0 

Trade payables 10,259 13,803 19,565 21,903 

Other liabs & prov 16,368 17,250 18,176 19,148 

Total liabilities 45,341 57,528 75,217 91,473 

Net block 4,263 5,191 5,512 5,784 

Intangible assets 0 0 0 0 

Capital WIP 473 473 473 473 

Total fixed assets 4,735 5,663 5,985 6,256 

Non current inv 0 0 0 0 

Cash/cash equivalent 4,728 7,875 12,837 23,634 

Sundry debtors 14,689 19,938 28,261 31,638 

Loans & advances 4,571 4,799 5,039 5,291 

Other assets 17,087 19,253 23,095 24,654 

Total assets 45,341 57,528 75,217 91,473 

Free Cash Flow (INR mn) 
Year to March                FY25A FY26E FY27E FY28E 

Reported profit 6,083 9,702 13,750 15,696 

Add: Depreciation 473 572 679 729 

Interest (net of tax) 106 105 105 105 

Others   2,466 2,482 3,720 3,908 

Less: Changes in WC 1,962 (3,218) (5,716) (1,878) 

Operating cash flow 11,090 9,643 12,537 18,560 

Less: Capex 622 1,500 1,000 1,000 

Free cash flow 10,468 8,143 11,537 17,560 

Key Ratios 
Year to March         FY25A FY26E FY27E FY28E 

RoE (%) 40.3 44.9 44.4 36.5 

RoCE (%) 55.3 60.5 59.6 49.0 

Inventory days  92 88 85 95 

Receivable days 124 113 111 123 

Payable days 136 131 128 142 

Working cap (% sales) 19.7 20.8 21.9 21.7 

Gross debt/equity (x) 0 0 0 0 

Net debt/equity (x) (0.3) (0.3) (0.4) (0.5) 

Interest coverage (x) 53.9 87.8 125.5 140.8 

Valuation Drivers 
Year to March              FY25A FY26E FY27E FY28E 

EPS growth (%) 235.4 59.5 41.7 14.2 

RoE (%) 40.3 44.9 44.4 36.5 

EBITDA growth (%) 156.7 57.1 41.9 12.0 

Payout ratio (%) 21.0 20.0 20.0 17.5 
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Hitachi Energy—Maintain ‘BUY’ with TP of INR24,000 

We factor-in a revenue CAGR of ~43% over FY25–28E; EBITDA margins of ~16% 

(versus 9.3% in FY25) and EPS of INR478.7 (INR90.4 in FY25) for FY28E. We are 

valuing Hitachi at 60x Sep-27E EPS, yielding a TP of INR24,000. 

 Order inflows split by sector 

 

Source: Nuvama Research 

 Order inflows split by offerings 

 

Source: Nuvama Research 
 

 We reckon OPM revival over FY25–28 as execution/supply chain challenges taper off 

 

Source: Nuvama Research 
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Financial Statements — Hitachi Energy 

 

Income Statement (INR mn) 
Year to March             FY25A FY26E FY27E FY28E 

Total operating income 63,849 95,066 1,33,019 1,87,611 

Gross profit 24,192 36,790 52,543 74,106 

Employee costs 5,448 7,317 9,261 12,035 

Other expenses 12,787 17,112 23,278 32,081 

EBITDA 5,958 12,361 20,004 29,990 

Depreciation 914 1,237 1,642 2,207 

Less: Interest expense 452 536 552 568 

Add: Other income 572 761 1,105 1,444 

Profit before tax 5,164 11,350 18,915 28,658 

Prov for tax 1,324 2,894 4,823 7,308 

Less: Other adj 0 0 0 0 

Reported profit 3,840 8,456 14,091 21,351 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 3,840 8,456 14,091 21,351 

Diluted shares o/s 45 45 45 45 

Adjusted diluted  EPS 86.1 189.6 316.0 478.7 

DPS (INR) 6.0 0 0 0 

Tax rate (%) 25.6 25.5 25.5 25.5 

Important Ratios (%) 
Year to March             FY25A FY26E FY27E FY28E 

COGS (% of rev) 62.1 61.3 60.5 60.5 

Employee cost (% of rev) 8.5 7.7 7.0 6.4 

Other exp (% of rev) 20.0 18.0 17.5 17.1 

EBITDA margin (%) 9.3 13.0 15.0 16.0 

Net profit margin (%) 6.0 8.9 10.6 11.4 

Revenue growth (% YoY) 21.9 48.9 39.9 41.0 

EBITDA  growth (% YoY) 70.7 107.5 61.8 49.9 

Adj. profit growth (%) 134.4 120.2 66.7 51.5 

Assumptions (%) 
Year to March                  FY25A FY26E FY27E FY28E 

GDP (YoY %)  5.5 6.3 6.3 6.3 

Repo rate (%) 6.0 5.3 5.3 5.3 

USD/INR (average) 84.0 82.0 82.0 82.0 

Domestic rev gwth (%) 17.8 53.0 39.9 41.0 

Exports rev gwth (%) 34.5 37.7 39.9 41.0 

Gross margin (%) 37.9 38.7 39.5 39.5 

EBITDA margin (%) 9.3 13.0 15.0 16.0 

Tax rate (%) 25.6 25.5 25.5 25.5 

Capex (INR mn) 1,050.0 4,050.0 5,050.0 7,050.0 

Valuation Metrics 
Year to March            FY25A FY26E FY27E FY28E 

Diluted P/E (x) 242.4 110.1 66.1 43.6 

Price/BV (x) 22.1 18.4 14.4 10.8 

EV/EBITDA (x) 149.8 71.7 43.6 28.8 

Dividend yield (%) 0 0 0 0 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to March              FY25A FY26E FY27E FY28E 

Share capital 89 89 89 89 

Reserves 42,052 50,507 64,599 85,949 

Shareholders funds 42,141 50,597 64,688 86,039 

Minority interest 0 0 0 0 

Borrowings 0 0 0 0 

Trade payables 20,419 31,932 44,097 62,194 

Other liabs & prov 21,907 23,045 24,241 25,496 

Total liabilities 85,273 1,06,380 1,33,831 1,74,534 

Net block 4,921 7,734 11,142 15,984 

Intangible assets 318 318 318 318 

Capital WIP 902 902 902 902 

Total fixed assets 6,141 8,954 12,361 17,204 

Non current inv 0 0 0 0 

Cash/cash equivalent 38,068 44,211 57,777 67,888 

Sundry debtors 21,096 31,254 36,444 51,400 

Loans & advances 1,452 1,524 1,601 1,681 

Other assets 15,862 19,708 24,921 35,634 

Total assets 85,273 1,06,380 1,33,831 1,74,534 

Free Cash Flow (INR mn) 
Year to March                FY25A FY26E FY27E FY28E 

Reported profit 3,840 8,456 14,091 21,351 

Add: Depreciation 914 1,237 1,642 2,207 

Interest (net of tax) 336 399 411 423 

Others   1,376 2,269 3,859 6,008 

Less: Changes in WC 10,040 (1,426) 2,882 (6,397) 

Operating cash flow 16,506 10,936 22,886 23,593 

Less: Capex 1,050 4,050 5,050 7,050 

Free cash flow 15,456 6,886 17,836 16,543 

Key Ratios 
Year to March         FY25A FY26E FY27E FY28E 

RoE (%) 13.8 18.2 24.4 28.3 

RoCE (%) 19.6 25.6 33.8 38.8 

Inventory days  83 69 69 73 

Receivable days 104 100 93 85 

Payable days 177 164 172 171 

Working cap (% sales) (7.5) (3.5) (4.7) 0.1 

Gross debt/equity (x) 0 0 0 0 

Net debt/equity (x) (0.9) (0.9) (0.9) (0.8) 

Interest coverage (x) 11.2 20.8 33.3 48.9 

Valuation Drivers 
Year to March              FY25A FY26E FY27E FY28E 

EPS growth (%) 122.8 120.2 66.7 51.5 

RoE (%) 13.8 18.2 24.4 28.3 

EBITDA growth (%) 70.7 107.5 61.8 49.9 

Payout ratio (%) 7.0 0 0 0 
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CG Power - Maintain ‘BUY’ with a TP of INR840 

We revise up the target price to INR840 (from INR800) valuing the stock at 60x Sep-

27E blended EPS, adding optionality of INR61/share for OSAT (FY30E EPS of INR1.8 

at 45x, discounted to Sep-27E) and carrying Axiro at its acquisition value. We are 

factoring in a ~28% revenue CAGR over FY25–28E and EBITDA margins settling at 

14.2%/14.5% by FY27E/28E (versus 13.2% in FY25). 

 Ramp up of Power + Railways business with steady margins in Industrials 

 

Source: Nuvama Research 

 Revenue growth largely led by focus towards domestic market/exports a future optionality 

 
Source: Nuvama Research 

 SotP valuation 

 Particulars (INR mn) Valuation Methodology  Multiple Sep-27 TP (INR) 

Power segment P/E 60             417  

Industrial segment P/E 60             361  

OSAT Optionality P/E               45                61  

Axiro At acquisition value                   2  

Total                 840  

Source: Nuvama Research 
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Financial Statements — CG Power 

 

Income Statement (INR mn) 
Year to March             FY25A FY26E FY27E FY28E 

Total operating income 99,087 1,28,643 1,68,064 2,08,393 

Gross profit 29,825 38,627 50,407 62,590 

Employee costs 6,128 7,547 9,350 11,529 

Other expenses 10,650 13,307 17,158 20,862 

EBITDA 13,047 17,773 23,900 30,199 

Depreciation 1,118 1,550 2,040 2,320 

Less: Interest expense 71 80 90 100 

Add: Other income 1,622 1,170 1,245 1,764 

Profit before tax 13,480 17,313 23,014 29,542 

Prov for tax 3,750 4,363 5,800 7,445 

Less: Other adj 0 0 0 0 

Reported profit 9,730 12,950 17,215 22,097 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 9,730 12,950 17,215 22,097 

Diluted shares o/s 1,527 1,527 1,527 1,527 

Adjusted diluted  EPS 6.4 8.5 11.3 14.5 

DPS (INR) 1.3 2.0 2.7 3.0 

Tax rate (%) 27.8 25.2 25.2 25.2 

Important Ratios (%) 
Year to March             FY25A FY26E FY27E FY28E 

COGS (% of rev) 69.9 70.0 70.0 70.0 

Employee cost (% of rev) 6.2 5.9 5.6 5.5 

Other exp (% of rev) 10.7 10.3 10.2 10.0 

EBITDA margin (%) 13.2 13.8 14.2 14.5 

Net profit margin (%) 9.8 10.1 10.2 10.6 

Revenue growth (% YoY) 23.2 29.8 30.6 24.0 

EBITDA  growth (% YoY) 15.7 36.2 34.5 26.4 

Adj. profit growth (%) 14.5 33.1 32.9 28.4 

Assumptions (%) 
Year to March                  FY25A FY26E FY27E FY28E 

GDP (YoY %)  6.0 6.2 7.0 0 

Repo rate (%) 6.0 5.0 5.0 0 

USD/INR (average) 84.0 84.0 84.0 0 

Domestic rev gwth (%) 35.1 46.7 48.7 38.1 

Exports rev gwth (%) 17.4 20.5 18.6 12.2 

Gross margin (%) 30.1 30.0 30.0 30.0 

EBITDA margin (%) 13.2 13.8 14.2 14.5 

Tax rate (%) 27.8 25.2 25.2 25.2 

Capex (INR mn) 4,254.2 9,000.0 8,000.0 8,000.0 

Valuation Metrics 
Year to March            FY25A FY26E FY27E FY28E 

Diluted P/E (x) 117.7 88.5 66.5 51.8 

Price/BV (x) 29.8 23.9 19.0 14.9 

EV/EBITDA (x) 86.5 63.6 47.1 37.0 

Dividend yield (%) 0.2 0.3 0.4 0.4 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to March              FY25A FY26E FY27E FY28E 

Share capital 3,058 3,058 3,058 3,058 

Reserves 35,382 44,825 57,185 73,868 

Shareholders funds 38,440 47,883 60,243 76,926 

Minority interest 1,937 1,937 1,937 1,937 

Borrowings 0 0 0 0 

Trade payables 18,700 22,196 29,011 35,952 

Other liabs & prov 14,037 15,141 16,355 17,691 

Total liabilities 74,126 88,168 1,08,558 1,33,517 

Net block 9,350 14,257 26,425 32,313 

Intangible assets 5,441 5,327 5,119 4,911 

Capital WIP 3,857 9,857 3,857 3,857 

Total fixed assets 18,647 29,442 35,401 41,081 

Non current inv 8 8 8 8 

Cash/cash equivalent 16,959 15,882 19,329 27,386 

Sundry debtors 20,092 24,671 32,231 39,966 

Loans & advances 183 198 214 231 

Other assets 17,504 17,235 20,643 24,113 

Total assets 74,126 88,168 1,08,558 1,33,517 

Free Cash Flow (INR mn) 
Year to March                FY25A FY26E FY27E FY28E 

Reported profit 9,730 12,950 17,215 22,097 

Add: Depreciation 1,118 1,550 2,040 2,320 

Interest (net of tax) 51 60 67 75 

Others   (3,467) (601) (7,130) (7,629) 

Less: Changes in WC (2,012) 275 (2,954) (2,945) 

Operating cash flow 9,444 13,685 15,147 19,809 

Less: Capex (4,254) (9,000) (8,000) (8,000) 

Free cash flow 5,190 4,685 7,147 11,809 

Key Ratios 
Year to March         FY25A FY26E FY27E FY28E 

RoE (%) 28.4 30.0 31.8 32.2 

RoCE (%) 38.4 38.6 41.3 42.0 

Inventory days  50 46 40 41 

Receivable days 65 64 62 63 

Payable days 88 83 79 81 

Working cap (% sales) 5.9 4.4 5.1 5.5 

Gross debt/equity (x) 0 0 0 0 

Net debt/equity (x) (0.4) (0.3) (0.3) (0.3) 

Interest coverage (x) 168.2 202.8 242.9 278.8 

Valuation Drivers 
Year to March              FY25A FY26E FY27E FY28E 

EPS growth (%) 14.5 33.1 32.9 28.4 

RoE (%) 28.4 30.0 31.8 32.2 

EBITDA growth (%) 15.7 36.2 34.5 26.4 

Payout ratio (%) 20.1 23.2 24.2 21.0 
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TARIL—Maintain ‘BUY’ with a TP of INR705 

We are factoring-in a revenue CAGR of 51.3% over FY25–28E and OPM improvement 

to ~17–18% by FY27E (versus 16.2% in FY25) translating to an EPS CAGR of 58.4% 

over FY25–27E and FY27 EPS of INR17.6. At 40x FY27E EPS of INR17.6, we arrive at a 

TP of INR705. 

 Goldilocks period has begun for transformer players; TARIL’s OPM likely to expand to ~17%-plus by FY27E 

 

Source: Nuvama Research 

 Capex super-cycle spurs increase in EBITDA margins of transformer players 

 

Source: Bloomberg, Company, Nuvama Research. *CG Power’s power segment EBIT margin has been considered. 

 FY27E EPS sensitivity 

 

Source: Nuvama Research 
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Financial Statements — TARIL 

 

Income Statement (INR mn) 
Year to  March             FY25A FY26E FY27E FY28E 

Total operating income 20,194 31,800 46,202 55,233 

Gross profit 6,349 9,858 14,554 17,675 

Employee costs 601 954 1,386 1,657 

Other expenses 2,474 3,816 5,313 6,352 

EBITDA 3,274 5,088 7,854 9,666 

Depreciation 270 372 613 974 

Less: Interest expense 506 509 509 509 

Add: Other income 317 570 326 228 

Profit before tax 2,816 4,777 7,059 8,410 

Prov for tax 684 1,194 1,765 2,103 

Less: Other adj 0 0 0 0 

Reported profit 2,110 3,583 5,294 6,308 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 2,110 3,583 5,294 6,308 

Diluted shares o/s 300 300 300 300 

Adjusted diluted  EPS 7.0 11.9 17.6 21.0 

DPS (INR) 0 0 0 0 

Tax rate (%) 24.3 25.0 25.0 25.0 

Important Ratios (%) 
Year to  March             FY25A FY26E FY27E FY28E 

COGS (% of rev) 68.6 69.0 68.5 68.0 

Employee cost (% of rev) 3.0 3.0 3.0 3.0 

Other exp (% of rev) 12.2 12.0 11.5 11.5 

EBITDA margin (%) 16.2 16.0 17.0 17.5 

Net profit margin (%) 10.4 11.3 11.5 11.4 

Revenue growth (% YoY) 56.0 57.5 45.3 19.5 

EBITDA  growth (% YoY) 144.2 55.4 54.4 23.1 

Adj. profit growth (%) 374.2 69.8 47.8 19.2 

Assumptions (%) 
Year to  March                  FY25A FY26E FY27E FY28E 

GDP (YoY %)  6.3 6.3 6.3 6.3 

Repo rate (%) 5.3 5.3 5.3 5.3 

USD/INR (average) 82.0 82.0 82.0 82.0 

Domestic rev gwth (%) 56.0 57.5 45.3 19.5 

Exports rev gwth (%) 119.7 19.2 15.0 15.0 

Gross margin (%) 31.4 31.0 31.5 32.0 

EBITDA margin (%) 16.2 16.0 17.0 17.5 

Tax rate (%) 24.3 25.0 25.0 25.0 

Capex (INR mn) (2,348.0) (3,000.0) (2,000.0) (1,500.0) 

Valuation Metrics 
Year to  March            FY25A FY26E FY27E FY28E 

Diluted P/E (x) 73.0 43.0 29.1 24.4 

Price/BV (x) 12.3 9.6 7.2 5.6 

EV/EBITDA (x) 47.4 31.0 20.2 16.2 

Dividend yield (%) 0 0 0 0 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to  March              FY25A FY26E FY27E FY28E 

Share capital 300 300 300 300 

Reserves 12,219 15,802 21,096 27,403 

Shareholders funds 12,519 16,102 21,396 27,703 

Minority interest 204 204 204 204 

Borrowings 2,828 2,828 2,828 2,828 

Trade payables 4,119 6,613 9,538 11,319 

Other liabs & prov 2,180 2,180 2,180 2,180 

Total liabilities 21,850 27,926 36,145 44,234 

Net block 2,482 5,109 6,496 7,022 

Intangible assets 30 30 30 30 

Capital WIP 618 618 618 618 

Total fixed assets 3,129 5,757 7,144 7,669 

Non current inv 0 0 0 0 

Cash/cash equivalent 1,716 (990) (2,084) 567 

Sundry debtors 4,688 10,455 15,190 18,159 

Loans & advances 659 659 659 659 

Other assets 6,917 7,306 10,497 12,440 

Total assets 21,850 27,926 36,145 44,234 

Free Cash Flow (INR mn) 
Year to  March                FY25A FY26E FY27E FY28E 

Reported profit 2,110 3,583 5,294 6,308 

Add: Depreciation 270 372 613 974 

Interest (net of tax) 460 (61) 183 281 

Others   0 0 0 0 

Less: Changes in WC (1,972) (6,038) (5,001) (3,131) 

Operating cash flow 867 (2,144) 1,089 4,432 

Less: Capex 2,348 3,000 2,000 1,500 

Free cash flow (1,481) (5,144) (911) 2,932 

Key Ratios 
Year to March         FY25A FY26E FY27E FY28E 

RoE (%) 23.4 25.0 28.2 25.7 

RoCE (%) 28.0 30.5 34.7 32.3 

Inventory days  95 97 102 111 

Receivable days 98 87 101 110 

Payable days 86 89 93 101 

Working cap (% sales) 29.5 30.3 31.7 32.2 

Gross debt/equity (x) 0.2 0.2 0.1 0.1 

Net debt/equity (x) 0.1 0.2 0.2 0.1 

Interest coverage (x) 5.9 9.3 14.2 17.1 

Valuation Drivers 
Year to March              FY25A FY26E FY27E FY28E 

EPS growth (%) 350.5 69.8 47.8 19.2 

RoE (%) 23.4 25.0 28.2 25.7 

EBITDA growth (%) 144.2 55.4 54.4 23.1 

Payout ratio (%) 0 0 0 0 
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PGCIL – Maintain ‘REDUCE’ with a TP of INR240 

PGCIL management estimates that ~INR3tn out of NEP plan (INR9.2tn) has been 

awarded and the balance INR6tn would be awarded by FY30E; this implies T&D 

capex cycle would last another five years. 

We remain cautious on PGCIL as even after high capex of INR350bn/450bn (FY27–

28E), the benefits thereof would reflect in earnings growth only after FY30 given 

longer gestation period (HVDC) coupled with high base and new TBCB wins yielding 

lower RoEs. We find PGCIL expensive at 2.8x FY27E P/BV with an EPS CAGR of 5% 

FY25–27E onwards, dividend yield of ~3% and likely further cuts in future payouts. 

Key variables to watch out for over the next 12–18 months: i) PGCIL’s capitalisation 

share in TBCB (expected at ~85% in FY26E and 90% in FY27E); and ii) RoE in new 

TBCB wins; retain ‘REDUCE’ with a TP of INR240. 

 Estimated core RoE weakening on increasing mix of TBCB projects and subdued commissioning 

Particulars (INR mn) Q1FY24 Q2FY24 Q3FY24 Q4FY24 Q1FY25 Q2FY25 Q3FY25 Q4FY25 Q1FY26 

 Closing regulated equity  8,01,956 8,05,175 8,08,046 8,22,854 8,29,814 8,34,872 8,40,224 8,49,896 8,55,296 

 Reg PAT (ex other Income)  29,827 31,341 32,979 30,569 27,473 27,564 26,289 30,613 25,239 

RoE on Reg equity 14.9% 15.6% 16.3% 14.9% 13.2% 13.2% 12.5% 14.4% 11.8% 

Source: Company, Nuvama Research 

 SotP valuation 

  Comments  Multiple  Value Per share value 

Regulated equity FY27 regulated equity           2.0  19,70,073 212 

CWIP FY27 equity in CWIP           1.0  72,939 8 

FY25 Cash and investments              1.0  1,77,336 19 

InVit stake retained (15 %) 20% Discount to CMP           0.8  9,983 1 

      Target price 240 

Source: Company, Nuvama Research 

 TP sensitivity to core RoE and long-term growth rate 

  Core RoE 

Long term Growth (g) 

240 13.5% 15.0% 16.0% 17.00% 

1.5% 153 169 180 190 

3.5% 158 177 190 203 

5.5% 164 190 207 224 

7.5% 178 215 240 265 

Source: Nuvama Research 
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Financial Statements—PGCIL 

 

Income Statement (INR mn) 
Year to March             FY24A FY25A FY26E FY27E 

Total operating income 4,23,912 4,14,315 4,41,429 4,78,626 

Energy Cost 0 0 0 0 

Employee costs 23,769 25,930 27,678 29,867 

Other expenses 32,595 35,620 39,518 43,693 

EBITDA 3,67,548 3,52,765 3,74,234 4,05,066 

Depreciation 1,25,582 1,23,522 1,34,742 1,41,279 

Less: Interest expense 90,469 94,793 1,05,125 1,15,588 

Add: Other income 34,242 48,938 48,938 48,938 

Profit before tax 1,85,740 1,83,388 1,83,306 1,97,138 

Prov for tax 26,320 32,659 29,329 31,542 

Less: Other adj 0 0 0 0 

Reported profit 1,59,420 1,50,730 1,53,977 1,65,596 

Less: Excp.item (net) 0 0 0 0 

Adjusted profit 1,59,420 1,50,730 1,53,977 1,65,596 

Diluted shares o/s 9,301 9,301 9,301 9,301 

Adjusted diluted  EPS 17.1 16.2 16.6 17.8 

DPS (INR) 11.3 9.0 7.9 8.5 

Tax rate (%) 14.2 17.8 16.0 16.0 

Important Ratios (%) 
Year to March             FY24A FY25A FY26E FY27E 

Transmission (% rev) 7.7 8.6 9.0 9.1 

Employee cost (% rev) 5.6 6.3 6.3 6.2 

Other exp (% rev) 0 0 0 0 

EBITDA margin (%) 86.7 85.1 84.8 84.6 

Net profit margin (%) 37.6 36.4 34.9 34.6 

Revenue growth (% YoY) (0.6) (2.3) 6.5 8.4 

EBITDA  growth (% YoY) (0.6) (4.0) 6.1 8.2 

Adj. profit growth (%) (1.0) 3.6 3.6 3.6 

Assumptions (%) 
Year to March                  FY24A FY25A FY26E FY27E 

GDP (YoY %)  5.8 6.3 6.3 6.3 

Repo rate (%) 5.5 5.0 5.0 5.0 

USD/INR (average) 81.0 84.0 82.0 82.0 

Capex (INR bn) 125.0 262.6 280.0 350.0 

Commissioning (INR bn) 76.2 90.1 220.0 300.0 

Reg Eq Cl (INR bn) 836.7 849.9 882.9 960.9 

Telecom Rev (INR mn) 9,657.6 10,180.1 10,730.9 11,311.5 

Telecom EBIT (INR mn) 5,921.7 6,391.2 6,888.2 7,414.3 

Consulting Rev (INR mn) 6,342.6 7,692.8 9,231.4 11,077.6 

Valuation Metrics 
Year to March            FY24A FY25A FY26E FY27E 

Diluted P/E (x) 17.0 18.0 17.6 16.4 

Price/BV (x) 3.5 3.3 3.0 2.8 

EV/EBITDA (x) 9.6 10.9 10.7 10.2 

Dividend yield (%) 3.9 3.1 2.7 2.9 

Source: Company and Nuvama estimates 

Balance Sheet (INR mn) 
Year to March              FY24A FY25A FY26E FY27E 

Share capital 93,006 93,006 93,006 93,006 

Reserves 7,75,665 8,29,151 8,97,619 9,71,253 

Shareholders funds 8,68,671 9,22,157 9,90,625 10,64,259 

Minority interest 0 0 0 0 

Borrowings 12,34,486 13,09,650 14,93,672 15,88,672 

Trade payables 2,44,174 3,33,598 2,76,147 3,02,302 

Other liabs & prov 12,265 13,292 13,292 13,292 

Total liabilities 24,54,214 26,78,094 28,73,133 30,67,923 

Net block 16,27,005 15,36,349 16,21,607 17,80,328 

Intangible assets 0 0 0 0 

Capital WIP 95,812 1,21,669 1,93,129 2,43,129 

Total fixed assets 17,22,817 16,58,017 18,14,736 20,23,457 

Non current inv 93,417 1,13,142 1,13,142 1,13,142 

Cash/cash equivalent 50,267 64,194 96,283 74,502 

Sundry debtors 1,11,088 73,150 77,937 84,504 

Loans & advances 2,19,530 3,69,655 3,69,655 3,69,655 

Other assets 2,57,095 3,99,937 4,01,381 4,02,663 

Total assets 24,54,214 26,78,094 28,73,133 30,67,923 

Free Cash Flow (INR mn) 
Year to March                FY24A FY25A FY26E FY27E 

Reported profit 1,80,062 1,86,788 1,83,306 1,97,138 

Add: Depreciation 1,26,014 1,23,522 1,34,742 1,41,279 

Interest (net of tax) 0 0 1,05,125 1,15,588 

Others   66,106 45,254 0 0 

Less: Changes in WC 8,197 (12,133) (63,682) 18,305 

Operating cash flow 3,47,901 3,13,569 3,30,161 4,40,767 

Less: Capex (55,115) (51,154) (2,91,460) (3,50,000) 

Free cash flow 2,92,786 2,62,415 38,701 90,767 

Key Ratios 
Year to March         FY24A FY25A FY26E FY27E 

RoE (%) 18.2 17.1 16.1 16.1 

RoCE (%) 11.5 10.3 9.6 9.9 

Inventory days  147 137 134 133 

Receivable days 112 81 62 62 

Payable days 34 34 34 34 

Working cap (% sales) 5.9 6.2 6.2 6.2 

Gross debt/equity (x) 1.4 1.4 1.5 1.5 

Net debt/equity (x) 3.4 3.7 4.0 3.9 

Interest coverage (x) 2.7 2.4 2.3 2.3 

Valuation Drivers 
Year to March              FY24A FY25A FY26E FY27E 

EPS growth (%) (22.0) (5.5) 2.2 7.5 

RoE (%) 18.2 17.1 16.1 16.1 

EBITDA growth (%) (0.6) (4.0) 6.1 8.2 

Payout ratio (%) 65.6 55.5 47.5 47.5 
 

All price charts cannot be included given the large of number of companies in our coverage. Specific charts may be available upon request. 
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