SECTOR UPDATE

CONSTRUCTION
COVID-19 deals a knockout punch

India Equity Research | Construction

The construction sector, already grappling with lower capex amidst rising
fiscal stress, has been dealt a body blow by the COVID-19 crisis. Going
ahead, we expect: a) Fall in order intake amidst slower economic growth;
b) Pressure on margins; c) Higher working capital intensity and d) Lower
traffic on toll roads. Hence, we moderate our assumptions for order
intake, execution, operating margins and traffic growth and cut earnings
multiples; our FY21E earnings have been revised down 22-70%. Fiscal
package from the government in the form of aggressive capex boost
presents an upside risk to our estimates. As the focus shifts to cash flows,
we prefer companies with lower scale of operations and healthy balance
sheets like Ahluwalia Contracts and KNR Constructions. We upgrade NBCC
to ‘HOLD’ and downgrade Texmaco Rail to ‘HOLD’, largely due to
valuation being attractive and expensive, respectively.

COVID-19: A perfect storm sets the sector adrift

The EPC sector was already in choppy waters with order inflows declining over the past
few quarters. The COVID-19 crisis has dropped another bombshell with the lockdown
likely to lead to revenue loss and fall in margins due to inadequate fixed cost recovery.
We believe execution will continue to get impacted over the next one-two quarters as
many labourers have gone back to their native places and will take some time to return.

Second order effects more worrisome

Beyond the immediate impact on revenues and profits, we expect order accretion to
tumble over the near term as the huge fiscal hit compels the government to cut capex.
This will lead to margin decline; in addition, the payment cycle will get stretched as
budgetary allocation comes under pressure. Asset values will also get impacted due to
fall in traffic on roads. The only saving grace compared to the previous down cycle of
2012-14 is that leverage at the sector level is significantly down as companies have
steadily moved from the asset ownership business. Hence we believe that a lot more
companies will survive this downtrend compared to the previous one. An aggressive
capex package from the government presents an upside risk to our thesis.

Outlook: An unexpected thunderbolt

The COVID-19 crisis has hit EPC stocks badly, which have plunged 30-50% over the past
two months. We believe near-term outlook for the sector is cloudy and hence tone
down assumptions for order intake, revenues, margins and traffic growth. We also
assume working capital cycle build-up, cut earnings multiples and use higher discount
rates; our FY21E earnings have been revised down 35-70%. We prefer KNR
Constructions (BUY) and Ahluwalia Contracts (BUY) which have smaller scale of
operations and healthy balance sheets. We upgrade NBCC to ‘HOLD’ from ‘REDUCE’
and downgrade Texmaco Rail to ‘HOLD’ from ‘BUY’, largely due to valuation being
attractive and expensive, respectively.
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Capex growth was already trending down....

With lower economic growth eating into government’s tax revenues, growth in budget
allocation for infra sectors was already flattening. The Union Budget FY21 had witnessed
muted growth in outlays for sectors like railways and roads.

Table 1: Railways—Breakdown of proposed central plan outlay (INR bn)
FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY20 FY21

Particulars Budget Revised Budget
Actuals  Actuals  Actuals Actual Actual Actual estimates  estimates  estimates

Budgetary support 271 301 350 452 434 528 658 678 700
IEBR 269 286 585 647 586 805 941 882 908
Total 540 587 935 1,099 1,020 1,334 1,599 1,561 1,608
Table 2: Roads—Breakdown of proposed central plan outlay (INR bn)
Particulars FY14 FY15 FY16 FY17 FY18 FY19 FY20 (B.E.) FY20 (R.E.) FY21 (B.E.)
Budgetary support 207 253 275 412 508 676 721 722 820
IEBR 79 33 280 331 505 612 750 750 650
Total 287 287 555 743 1,013 1,289 1,471 1,472 1,470

Source: Government documents, Edelweiss research

Note: RE — Revised Estimate, BE — Budgeted Estimate

For e.g., for the railways sector, the government allocated ~INR1.6tn in Budget FY21, a
growth of mere 3% over the revised capex of INR1.56tn in FY20. The road network
development, in fact, received a setback in the budget; total road sector capex at INR1.47tn
was marginally lower than the revised FY20 figure.

...leading to order accretion faltering for infra companies

Order accretion, which had improved significantly since FY16, had weakened over the past
year, leading to fall in revenue visibility for EPC companies.

Chart 1: Lower order inflows have led to decline in revenue visibility recently
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Note: Book-to-bill is based on TTM revenues

Data for representative set of companies which cover all major infra sub-segments
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Chart 2: Order book growth had started falling over the past few quarters

Order book growth (%)

35.0

25.0

15.0

5.0

(5.0)

(15.0)

4QFY12

1QFY13

2QFY13

s,
- ~_—~

-

’

(
N

~

3QFY13

~

4QFY13

1QFY14

Previous down \'
cycle ’

2QFY14

~ -
St mmrmm=—-———

3QFY14

Fallin order
book growth

~

-

- - - I ] I
< n n wn n ©O© O o (o] ~ ~ ~ ~ (o] (o] (o] 0 O O O [o)] o o o
— - - — — — — — — — — - — — — — — — — — — o~ o o
> > > > > > > > > > > > > > > > > > > > > > > >
[Ny [N [Ny [N [N [N [N [N o o . . [Ny [N [N [N [N [N [N [N o w o .
g 0 d g o d dgog oo g oo g oo dddg oo d
< — o o < — (o] (90} < — o (e2] < — o o < — (o] o < — o (e2]
B YoYorder book growth

Source: Company, Edelweiss research

The fall in order book growth had, in fact, started in FY19 itself; the trend has gathered pace
in FY20.

COVID-19 to further roil awarding...

The ongoing crisis and the lockdown have imparted a massive shock to the economy. This
implies that GDP growth is likely to correct significantly in the interim, hurting government’s
revenues. In addition, government’s focus will turn to critical matters such as healthcare,
ensuring food availability for poor sections of the society, etc.

The magnitude of the financial scarcity is evident from the fact that some state
governments have already decided to cut pay of its employees. For e.g., Telangana, which
has been a source of irrigation orders for many infra companies, has decided that:

e There will be 75% cut in the salaries of the Chief Minister, state cabinet, MLCs, MLAs,
state corporation chairpersons and representatives of local bodies.

o There will be a 60% salary cut for IAS, IPS, IFS and other such central services officers; for
all other categories of employees, there will be a 50% salary cut. For class IV, outsourcing
and contract employees, there will be a 10% pay cut.

e For all categories of pensioners, there will be a 50% pay cut. Pensions of class IV retired
employees will be cut 10%.

We believe the tight fiscal situation will compel governments, both at the Center and state
levels, to cut budgetary allocation for infra ministries. Faced with lower fund availability,
public sector units will focus on execution of existing projects rather than awarding new
ones. Consequently, order accretion is likely to fall going ahead.
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...dealing a blow to execution, which was already dwindling

Falling revenue visibility for EPC companies meant that revenue growth, which had
improved since FY16, tumbled sharply in 9mFY20.

Chart 3: After robust growth in FY19, top lines tumbled in 9mFY20
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The trend is likely to continue in Q4FY20 which is likely to witness sharp deceleration in
execution of most infra companies. This is because the ongoing crisis and the subsequent
lockdown have led to EPC companies losing out on a significant number of working days
during March 2020. The fourth quarter is the most productive one during the year as far as
execution is concerned with roughly 10% of annual revenues coming in March. The
lockdown will, therefore, lead to adverse hit on top lines. We estimate Q4FY20 revenues of
most infra companies to decline 10-20% YoY.

Edelweiss Securities Limited



Sector Update

In fact, it looks that most of April 2020 will also go into a lockdown. Even when the
lockdown ends, it will take companies some time to start work at full speed since many of
the labourers who have gone back to their native places will take some time to return. This
means that traction in execution is at least one-two quarters away. Consequently, FY21 may
also see tepid revenue booking.

In addition, with order inflow and consequently order book likely to take a hit going ahead,
top line will continue to be under pressure in the future. Thus, we believe, infra companies
will face a slowdown in execution in the near to medium term.

Margins to come under pressure

One of the major positives for infra companies, over the previous decade, has been the
sharp improvement in operating margins.

Chart 5: EBITDA margins have surged since FY13

EBITDA growth (%)

60

45

30

15

0

-15

FYO7

FYO8

14
13
Steady improvementin T
margins 12 <
=
©
11 E
<
a
=
10 m
A
9
D o — o m < Tp) (e} ~ [ce} (o)} o
o — — — il — — —l — — — N
= > > > > > > > > > > >
[N (N [N [N [N [N [N [N [N [N [N |-|E-
(o)}
IR EBITDA growth (LHS) ——— EBITDA margins
Source: Company, Edelweiss research
Since FY13, EBITDA margins of the sector have risen ~300-400bps with average industry
margin moving up from ~9.5-10% to 13-13.5%. This has been a result of: a) Lower
competition due to improvement in order inflows; and b) Operating leverage due to
enhancement in execution.
Despite execution faltering in 9mFY20, operating margins have held up.
s
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Chart 6: No let up in operating margins in FY20 despite weak execution
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However, going ahead, we expect operating margins to come under pressure with the
reversal of the two factors cited above which had aided margin expansion. We expect
increase in competitive intensity due to paucity of orders and operating de-leverage due to
muted execution to result in margins trending down going ahead.

PAT margins to decline

The improvement in EBITDA margins since FY13 has been accompanied by a similar uptick in
PAT margins.

Chart 7: PAT margins have improved since FY13, in line with EBITDA margins
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During this period, PAT margins have jumped 300-350bps on an average. This has been a

result of: a) the upwards trajectory of EBITDA margins; and b) Decline in leverage (discussed
in detail later).
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Chart 8: FY20 PAT margins have been impacted by adoption of new tax regime
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PAT margins during 9mFY20 have been impacted due to adoption of new tax regime by
some companies. Nevertheless, going ahead, we expect PAT margins to come under
pressure due to reversal of the two factors mentioned above.

Leverage levels to inch up

One area where the industry is definitely better placed now compared to the previous down
cycle is the extent of leverage. Debt/equity at an industry level currently is far lower
compared to that in 2012-13.

Chart 9: Leverage levels in the industry have declined over the past few years
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There are two main reasons behind this:

e Reduction in exposure to asset ownership ventures: The 2003-07 boom period was
marked by rising exposure of EPC companies to asset ownership ventures like BOT
projects, power, real estate, etc. This was typically done through investment and loans
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given to SPVs floated for each individual project. The huge exposure to these ventures
was a major reason behind the rise in leverage at an industry level.

Chart 10: Exposure to asset ownership ventures has declined since FY14
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However, after the painful FY12-14 experience when many companies ran in to cash
flow issues on account of their huge debt, they took conscious steps to reduce this
exposure through asset monetisation. Consequently, their exposure to subsidiaries
reduced, debt fell and interest servicing coverage ratios improved.

Chart 11: Working capital cycle has improved since FY17
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This happened as execution gathered pace and the payment cycle improved.
However, COVID-19 crisis means that:

e Traffic on toll road assets may take a hit and hence the parent company may have to
extend support to subsidiaries for debt repayment; and
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e The payment cycle could worsen due to deterioration in fiscal situation of the
government.

This means that leverage should inch North going ahead and interest servicing may come
under pressure. Nevertheless, EPC companies are far better prepared to handle the
slowdown compared to the FY12-14 period, courtesy their lower debt levels.

Outlook: In a spot of bother

We foresee order intake falling sharply in the near term for companies in our coverage as
the government shifts focus away from capex to more pressing concerns. This will mean
that order book and hence revenue visibility will trend down.

Execution growth is likely to come under pressure as work-in-hand declines. Operating de-
leverage should mean that the trend of expansion in operating margins will reverse. With
payment cycle likely to get extended, leverage should rise, impacting PAT margins.

In every downturn, while a few companies fail to survive and exit the arena, new
competitors emerge who gain market share. We believe this time will be no different.
Companies which have healthy order books currently and are financially sound should be
able to survive the next few years as well.

COVID-19 impact leads to revision in target prices

Keeping in mind the anticipated slowdown in the near term, we are toning down order
intake, execution and margin assumptions for our coverage companies. The overall risk-off
in the market compels us to cut earnings multiple and increase cost of discounting.

Table 3: Estimates revised for coverage stocks

Company Old estimates New estimates % change

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
NCC
Revenue 84,991 99,315 115,679 77,836 79,167 87,674 (8.4) (20.3) (24.2)
EBITDA 10,214 11,736 13,670 9,120 8,247 9,221 (10.7) (29.7) (32.5)
PAT 3,865 3,526 5,336 2,849 1,594 2,508 (26.3) (54.8) (53.0)
EPS 6.4 5.9 8.9 4.7 2.7 42 (26.3) (54.8) (53.0)
KNR Constructions
Revenue 23,466 27,595 31,368 21,004 22,704 30,808 (10.5) (17.7) (1.8)
EBITDA 4,851 5,097 5,543 4,048 3,536 5,106 (16.6) (30.6) (7.9)
PAT 2,239 2,337 2,519 1,707 1,201 2,345 (23.8) (48.6) (6.9)
EPS 15.9 16.6 17.9 12.1 8.5 16.7 (23.8) (48.6) (6.9)
PNC Infratech
Revenue 50,593 61,273 71,970 46,437 46,019 48,414 (8.2) (24.9) (32.7)
EBITDA 7,899 8,236 9,674 6,925 5,643 5,888 (12.3) (31.5) (39.1)
PAT 4,766 4,232 5,018 4,021 2,413 2,266 (15.6) (43.0) (54.8)
EPS 18.6 16.5 19.6 15.7 9.4 8.8 (15.6) (43.0) (54.8)
Ashoka Buildcon
Revenue 39,066 39,244 43,719 36,066 34,539 34,050 (7.7) (12.0) (22.1)
EBITDA 5,030 5,096 5,490 4,354 3,638 3,594 (13.4) (28.6) (34.5)
PAT 3,192 2,978 3,120 2,476 1,357 1,022 (22.4) (54.4) (67.2)
EPS 11.4 10.6 11.1 8.8 4.8 3.6 (22.4) (54.4) (67.2)

Source: Edelweiss research
9
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Table 3: Estimates revised for coverage stocks (Contd...)

Company Old estimates New estimates % change

FY20E FY21E FY22E FY20E FY21E FY22E FY20E FY21E FY22E
J Kumar Infraprojects
Revenue 31,354 35,455 40,034 28,570 29,147 31,370 (8.9) (17.8) (21.6)
EBITDA 5,065 5,727 6,447 4,187 3,980 4,581 (17.3) (30.5) (28.9)
PAT 2,383 2,634 3,034 1,733 1,204 1,395 (27.3) (54.3) (54.0)
EPS 31.5 34.8 40.1 229 15.9 18.4 (27.3) (54.3) (54.0)
NBCC
Revenue 82,506 112,625 132,817 73,587 92,940 106,254 (10.8) (17.5) (20.0)
EBITDA 1,957 4,023 6,338 1,745 3,599 5,389 (10.8) (10.5) (15.0)
PAT 1,671 4,060 5,974 911 3,165 4,455 (45.5) (22.0) (25.4)
EPS 0.9 23 33 0.5 1.8 25 (45.5) (22.0) (25.4)
Capacit'e Infra
Revenue 16,625 24,937 29,925 15,195 17,474 23,939 (8.6) (29.9) (20.0)
EBITDA 2,810 3,990 4,579 2,431 2,446 3,543 (13.5) (38.7) (22.6)
PAT 1,086 1,600 1,855 722 423 1,166 (33.5) (73.6) (37.1)
EPS 16.0 23.6 27.3 10.6 6.2 17.2 (33.5) (73.6) (37.1)
Ahluwalia Contracts
Revenue 17,171 20,262 23,909 14,894 16,383 18,840 (13.3) (19.1) (21.2)
EBITDA 1,762 2,568 3,225 1,436 1,648 2,143 (18.5) (35.8) (33.6)
PAT 825 1,466 1,880 562 780 1,110 (31.9) (46.8) (40.9)
EPS 12.3 21.9 28.1 8.4 11.6 16.6 (31.9) (46.8) (40.9)
Titagarh Wagons
Revenue 13,165 15,316 16,710 12,151 9,273 11,059 (7.7) (39.5) (33.8)
EBITDA 1,103 1,298 1,433 921 647 783 (16.5) (50.2) (45.4)
PAT 519 603 668 413 191 260 (20.4) (68.3) (61.1)
EPS 4.5 5.2 5.8 3.6 1.7 2.2 (20.4) (68.3) (61.1)
Texmaco Rail
Revenue 18,375 17,669 22,025 17,821 15,714 17,201 (3.0) (11.1) (21.9)
EBITDA 1,611 1,584 2,019 1,420 1,173 1,456 (11.9) (25.9) (27.9)
PAT 438 552 843 243 160 323 (44.4) (71.1) (61.7)
EPS 1.9 2.5 3.8 1.1 0.7 1.4 (44.4) (71.1) (61.7)

Source: Edelweiss research

Table 5: Target prices revised for coverage stocks

Current valuation framework Proposed valuation framework
Company RECO CMP  P/E multiple Asset value (INR/share) P/E multiple Asset value (INR/share) TP (INR) Upside (%)
NCC Buy 24 10.0 1 8.0 1 35 46.3
KNR Constructions Buy 185 16.0 76 12.0 69 231 24.7
PNC Infratech Buy 112 12.0 100 7.0 73 149 32.8
Ashoka Buildcon Buy 50 11.0 83 6.0 52 67 36.2
J Kumar Infraprojects Buy 80 6.0 0 5.0 0 108 35.5
NBCC Hold 19 12.0 0 10.0 0 21 10.7
Capacit'e Infra Buy 78 12.0 0 8.0 0 108 38.2
Ahluwalia Contracts Buy 159 16.0 0 13.0 0 198 24.6
Titagarh Wagons Buy 34 15.0 8 13.0 8 41 229
Texmaco Rail Hold 23 18.0 0 15.0 0 25 7.3

Source: Edelweiss research

With the entire infra pack correcting sharply over the past two months, we believe
realty stocks have entered the ‘value zone’ from a medium-term perspective.
Notwithstanding chances of near-term volatility, we believe current prices provide
excellent entry points for investors willing to take medium-term exposure.
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We believe in the near term, investors will focus more on financial stability/balance sheet
health rather than growth. In such a scenario, companies with robust execution skills,

relatively smaller scale of operations and low leverage will find favour with investors.

Our preferred picks are KNR Constructions and Ahluwalia Contracts.

Our thoughts on individual companies are given below:

11

NCC (INR24, BUY): NCC has struggled over the past year with order cancellations from
the Andhra government. This has led to order book falling sharply and hurting top line.
We believe the company has the requisite segmental diversification to enable it to gain
orders from multiple avenues. However, it needs to keep its working capital cycle in
check to ensure that profitability is not adversely impacted.

KNR Constructions (INR185, BUY): KNR Constructions (KNR) benefits from having a
robust balance sheet (net D/E of 0.2) courtesy its lean working capital cycle. It has also
sold partial stake in HAM projects at the right time. We believe its strong balance sheet
can help it to still bid for HAM projects; this provides it with an ability to win NHAI
orders at a time when competition for EPC projects is likely to be intense.

PNC Infratech (INR112, BUY): PNC Infratech’s healthy execution skills and its lean
balance sheet have enabled it to perform well over the past few years. Its recent HAM
wins have shored up revenue visibility and alleviated concerns on the order book front
in the near term. However, it needs to diversify into other segments since NHAI
ordering alone is unlikely to be sufficient to cater to its growth needs. Also, timely
monetisation of additional BOT assets will provide comfort to investors as far as
leverage is concerned.

Ashoka Buildcon (INR50, BUY): Ashoka has successfully diversified into segments like
power T&D and railways which have allowed it to grow its order book. However,
investors will be concerned about: a) Likely weakness in traffic on toll assets; b) Exit for
SBI-Macquarie; and c) Growing leverage due to equity infusion in HAM projects. We
believe the sooner the company sorts out the exit of SBI-Macquarie and monetises its
HAM assets, the faster will investors get clarity on its leverage front.

J Kumar Infraprojects (INR80, BUY): J Kumar has done well over the past few years
aided by its ability to win metro rail projects and a lean balance sheet. We believe there
could be a slowdown in awarding of new metro rail projects in the near term. Going
ahead, how the company manages its order book growth and its working capital cycle
will be key to watch.

NBCC (INR19, HOLD): The company’s execution and its operating margins have been on
a downwards trend over the past year. In addition, the real estate monetisation for its
‘self revenue generation’ projects hasn’t seen any great success.

Nevertheless, its PSU status, cash-rich balance sheet and the sharp correction in stock

price mean that risk:reward is in favour of investors now. Consequently, we upgrade
the stock from ‘REDUCE’ to ‘HOLD'.
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Capacit’e Infra (INR78, BUY): The company has seen its order book swelling over the
past year; however, execution on major public sector projects is yet to gather traction.
Pick up in pace of work on these projects is imperative for top-line growth to pick up.
Also, considering that realty sector projects are also likely to get hit due to the COVID-
19 crisis, how the company manages payment cycle for its private sector projects going
ahead will determine the stock trajectory.

Ahluwalia Contracts (159, BUY): A cash-rich balance sheet and a strong order book are
key positives for Ahluwalia Contracts (ACIL). While the company’s performance had
been adversely impacted in the previous downturn, the strategic shift towards public
sector projects over the past few years means that ACIL is well placed to handle the
slowdown.

Titagarh Wagons (INR34, BUY): Wagon ordering from Indian Railways, which has seen
repeated deferment over the past year, is an important monitorable for Titagarh
Wagons (TWL). TWL also has operations in Italy, which have been badly impacted by
COVID-19; resumption of operations here along with execution of the Pune Metro rail
coach order will be a key factor in its performance going ahead.

Texmaco Rail (INR23, HOLD): The company’s order book has declined due to order
cancellation and lack of wagon order wins from Indian Railways. At the same time, it
has seen its leverage building up due to payment delays. How the company manages its
order book and balance sheet health will be critical factors going ahead. We believe its
profitability will remain under pressure in the near term and hence downgrade it from
‘BUY’ to ‘HOLD’.
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DISCLAIMER

Edelweiss Securities Limited (“ESL” or “Research Entity”) is regulated by the Securities and Exchange Board of India (“SEBI”) and is
licensed to carry on the business of broking, depository services and related activities. The business of ESL and its Associates (list
available on www.edelweissfin.com) are organized around five broad business groups — Credit including Housing and SME
Finance, Commodities, Financial Markets, Asset Management and Life Insurance.

This Report has been prepared by Edelweiss Securities Limited in the capacity of a Research Analyst having SEBI Registration
No.INH200000121 and distributed as per SEBI (Research Analysts) Regulations 2014. This report does not constitute an offer or
solicitation for the purchase or sale of any financial instrument or as an official confirmation of any transaction. Securities as
defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956 includes Financial Instruments and Currency
Derivatives. The information contained herein is from publicly available data or other sources believed to be reliable. This report is
provided for assistance only and is not intended to be and must not alone be taken as the basis for an investment decision. The
user assumes the entire risk of any use made of this information. Each recipient of this report should make such investigation as it
deems necessary to arrive at an independent evaluation of an investment in Securities referred to in this document (including the
merits and risks involved), and should consult his own advisors to determine the merits and risks of such investment. The
investment discussed or views expressed may not be suitable for all investors.

This information is strictly confidential and is being furnished to you solely for your information. This information should not be
reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, in whole or in
part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or
resident of or located in any locality, state, country or other jurisdiction, where such distribution, publication, availability or use
would be contrary to law, regulation or which would subject ESL and associates / group companies to any registration or licensing
requirements within such jurisdiction. The distribution of this report in certain jurisdictions may be restricted by law, and persons
in whose possession this report comes, should observe, any such restrictions. The information given in this report is as of the date
of this report and there can be no assurance that future results or events will be consistent with this information. This information
is subject to change without any prior notice. ESL reserves the right to make modifications and alterations to this statement as
may be required from time to time. ESL or any of its associates / group companies shall not be in any way responsible for any loss
or damage that may arise to any person from any inadvertent error in the information contained in this report. ESL is committed
to providing independent and transparent recommendation to its clients. Neither ESL nor any of its associates, group companies,
directors, employees, agents or representatives shall be liable for any damages whether direct, indirect, special or consequential
including loss of revenue or lost profits that may arise from or in connection with the use of the information. Our proprietary
trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed
herein. Past performance is not necessarily a guide to future performance .The disclosures of interest statements incorporated in
this report are provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in
the report. The information provided in these reports remains, unless otherwise stated, the copyright of ESL. All layout, design,
original artwork, concepts and other Intellectual Properties, remains the property and copyright of ESL and may not be used in
any form or for any purpose whatsoever by any party without the express written permission of the copyright holders.

ESL shall not be liable for any delay or any other interruption which may occur in presenting the data due to any reason including
network (Internet) reasons or snags in the system, break down of the system or any other equipment, server breakdown,
maintenance shutdown, breakdown of communication services or inability of the ESL to present the data. In no event shall ESL be
liable for any damages, including without limitation direct or indirect, special, incidental, or consequential damages, losses or
expenses arising in connection with the data presented by the ESL through this report.

We offer our research services to clients as well as our prospects. Though this report is disseminated to all the customers
simultaneously, not all customers may receive this report at the same time. We will not treat recipients as customers by virtue of
their receiving this report.

ESL and its associates, officer, directors, and employees, research analyst (including relatives) worldwide may: (a) from time to
time, have long or short positions in, and buy or sell the Securities, 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
subject company/company(ies) discussed herein or act as advisor or lender/borrower to such company(ies) or have other
potential/material conflict of interest with respect to any recommendation and related information and opinions at the time of
publication of research report or at the time of public appearance. ESL may have proprietary long/short position in the above
mentioned scrip(s) and therefore should be considered as interested. The views provided herein are general in nature and do not
consider risk appetite or investment objective of any particular investor; readers are requested to take independent professional
advice before investing. This should not be construed as invitation or solicitation to do business with ESL.
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banking or merchant banking or brokerage services from the subject company in the past 12 months. ESL or its associates have
not received any compensation or other benefits from the Subject Company or third party in connection with the research report.
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relative may have other potential/material conflict of interest with respect to any recommendation and related information and
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Participants in foreign exchange transactions may incur risks arising from several factors, including the following: ( i) exchange
rates can be volatile and are subject to large fluctuations; ( ii) the value of currencies may be affected by numerous market
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value of the currency. Investors in securities such as ADRs and Currency Derivatives, whose values are affected by the currency of
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Research analyst has served as an officer, director or employee of subject Company: No
ESL has financial interest in the subject companies: No

ESL’s Associates may have actual / beneficial ownership of 1% or more securities of the subject company at the end of the month
immediately preceding the date of publication of research report.

Research analyst or his/her relative has actual/beneficial ownership of 1% or more securities of the subject company at the end of
the month immediately preceding the date of publication of research report: No
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There were no instances of non-compliance by ESL on any matter related to the capital markets, resulting in significant and
material disciplinary action during the last three years except that ESL had submitted an offer of settlement with Securities and
Exchange commission, USA (SEC) and the same has been accepted by SEC without admitting or denying the findings in relation to
their charges of non registration as a broker dealer.

A graph of daily closing prices of the securities is also available at www.nseindia.com

Analyst Certification:

The analyst for this report certifies that all of the views expressed in this report accurately reflect his or her personal views about
the subject company or companies and its or their securities, and no part of his or her compensation was, is or will be, directly or
indirectly related to specific recommendations or views expressed in this report.

Additional Disclaimers

Disclaimer for U.S. Persons

This research report is a product of Edelweiss Securities Limited, which is the employer of the research analyst(s) who has
prepared the research report. The research analyst(s) preparing the research report is/are resident outside the United States
(U.S.) and are not associated persons of any U.S. regulated broker-dealer and therefore the analyst(s) is/are not subject to
supervision by a U.S. broker-dealer, and is/are not required to satisfy the regulatory licensing requirements of FINRA or required
to otherwise comply with U.S. rules or regulations regarding, among other things, communications with a subject company, public
appearances and trading securities held by a research analyst account.

This report is intended for distribution by Edelweiss Securities Limited only to "Major Institutional Investors" as defined by Rule
15a-6(b)(4) of the U.S. Securities and Exchange Act, 1934 (the Exchange Act) and interpretations thereof by U.S. Securities and
Exchange Commission (SEC) in reliance on Rule 15a 6(a)(2). If the recipient of this report is not a Major Institutional Investor as
specified above, then it should not act upon this report and return the same to the sender. Further, this report may not be copied,
duplicated and/or transmitted onward to any U.S. person, which is not the Major Institutional Investor.

15 Edelweiss Securities Limited



Infrastructure - Construction

Inreliance on the exemption from registration provided by Rule 15a-6 of the Exchange Act and interpretations thereof by the SEC
in order to conduct certain business with Major Institutional Investors, Edelweiss Securities Limited has entered into an
agreement with a U.S. registered broker-dealer, Edelweiss Financial Services Inc. ("EFSI"). Transactions in securities discussed in
this research report should be effected through Edelweiss Financial Services Inc.

Disclaimer for U.K. Persons

The contents of this research report have not been approved by an authorised person within the meaning of the Financial
Services and Markets Act 2000 ("FSMA").

In the United Kingdom, this research report is being distributed only to and is directed only at (a) persons who have professional
experience in matters relating to investments falling within Article 19(5) of the FSMA (Financial Promotion) Order 2005 (the
“Order”); (b) persons falling within Article 49(2)(a) to (d) of the Order (including high net worth companies and unincorporated
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activity to which this research report relates is available only to relevant persons and will be engaged in only with relevant
persons. Any person who is not a relevant person should not act or rely on this research report or any of its contents. This
research report must not be distributed, published, reproduced or disclosed (in whole or in part) by recipients to any other
person.

Disclaimer for Canadian Persons

This research report is a product of Edelweiss Securities Limited ("ESL"), which is the employer of the research analysts who have
prepared the research report. The research analysts preparing the research report are resident outside the Canada and are not
associated persons of any Canadian registered adviser and/or dealer and, therefore, the analysts are not subject to supervision by
a Canadian registered adviser and/or dealer, and are not required to satisfy the regulatory licensing requirements of the Ontario
Securities Commission, other Canadian provincial securities regulators, the Investment Industry Regulatory Organization of
Canada and are not required to otherwise comply with Canadian rules or regulations regarding, among other things, the research
analysts' business or relationship with a subject company or trading of securities by a research analyst.

This report is intended for distribution by ESL only to "Permitted Clients" (as defined in National Instrument 31-103 ("NI 31-103"))
who are resident in the Province of Ontario, Canada (an "Ontario Permitted Client"). If the recipient of this report is not an
Ontario Permitted Client, as specified above, then the recipient should not act upon this report and should return the report to
the sender. Further, this report may not be copied, duplicated and/or transmitted onward to any Canadian person.

ESL is relying on an exemption from the adviser and/or dealer registration requirements under NI 31-103 available to certain
international advisers and/or dealers. Please be advised that (i) ESL is not registered in the Province of Ontario to trade in
securities nor is it registered in the Province of Ontario to provide advice with respect to securities; (i) ESL's head office or
principal place of business is located in India; (iii) all or substantially all of ESL's assets may be situated outside of Canada; (iv)
there may be difficulty enforcing legal rights against ESL because of the above; and (v) the name and address of the ESL's agent for
service of process in the Province of Ontario is: Bamac Services Inc., 181 Bay Street, Suite 2100, Toronto, Ontario M5J 2T3 Canada.

Disclaimer for Singapore Persons

In Singapore, this report is being distributed by Edelweiss Investment Advisors Private Limited ("EIAPL") (Co. Reg. No.
201016306H) which is a holder of a capital markets services license and an exempt financial adviser in Singapore and (ii) solely to
persons who qualify as "institutional investors" or "accredited investors" as defined in section 4A(1) of the Securities and Futures
Act, Chapter 289 of Singapore ("the SFA"). Pursuant to regulations 33, 34, 35 and 36 of the Financial Advisers Regulations ("FAR"),
sections 25, 27 and 36 of the Financial Advisers Act, Chapter 110 of Singapore shall not apply to EIAPL when providing any
financial advisory services to an accredited investor (as defined in regulation 36 of the FAR. Persons in Singapore should contact
EIAPL in respect of any matter arising from, or in connection with this publication/communication. This report is not suitable for
private investors.
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