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GST spoiled the show, but robust order inflow positive

e NCC posted 33.3% YoY de-growth in Q2FY18 standalone revenue to
Z13bn (35.8% below estimates). The fall in revenue was primarily due to
GST related issues.

e EBITDA margin increased 78bps YoY to 9.6% (41bps above estimates)
due to lower construction expenses which was partially offset by higher
employee cost and other expenses.

e Adj. PAT (post adjusting non-cash exceptional loss of ¥590 mn on
account of stake sale in Tellapur Technocity) grew 70.8% YoY toI793mn
(25.9% above estimates).

¢ NCC (standalone) bagged historical high orders worth ¥148.9bn during
YTDFY18 leading to highest ever standalone order book to ¥258bn
(Oct’17) providing revenue visibility for 3.5x TTM revenue. Considering
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sharp surge in order inflow, we upgraded our order inflow estimates to ~ Bl0omberg Code MG I
178.8bn (earlier ¥103.6bn) / ¥98.3bn (earlier 92.9bn) for FY18E/ Shareholding Pattern Sept’17(%)
FY19E. Promoters 19.6

* We have downgraded/ upgraded our revenue estimates by 6.9%/ 1.6%  MF/Banks/Fls "~ 248
for FY18E/ FY19E to factor in 1HFY18 nos/ higher order inflow. We g5 20.7
eXpect 17% (Close tO management guidance) YOY grO\Nth in revenue fOr .......... i i
FY18E and 15.5% for FY19E and maintained EBITDA margin at 9.2%/ Public / Others 34.9
9.5% for FY18E/ FY19E. .

Valuation (x)

e We expect debt to rise in FY18E and FY19E due to encashment of FY18E FY19E FY20E
%2.9bn BG by its client (Nellore Power Project) in Nov’'17. Accordingly, P/E 250 151 13.4
interest cost will reduce at much slower pace due to lower interest rate : : :
and savings in bank charges led by improvement in ratings. EV/EBITDA 9.5 8.3 7.8

_ _ ~ ROE 6.0 9.3 9.6

e We expect 13.1% CAGR in Adj. PAT over FY17-20E. We maintain
ACCUMULATE on the stock with SOTP based TP of 3112 as we roll over ~ROCE 140 149 148
to FY20E (Exhibit 1).

Estimates (X mn)
FY18E FY19E FY20E

Q2FY18 Result & Mn) Net Sales 80,241 92,659 98,380

Particulars Q2FY18 Q2FY17 YoY(%) QIFY18 QoQ(%) EBITDA 7,389 8,800 9,342

e . 13001 19479 (33.3) 20137 (35.4)  PAT 3060 3,538 3,991

.......................................................................................................................................................................... EPS 3.8 6.4 7.2

Adj. Net income

EBIDTA Margin (ex. O.1.) 9.6 8.8
EBIDTAMargln(anI) ................. 128 .............. 101 ......................................................................
NPM(®) .59 24 3% 25 340
Tax/PBT (%) 299.2 30.9
Constcost/rev(%) ........................ o g
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Exhibit 1: SOTP Valuation

Component Valuation Method Z/sh %
Standalone cons business 15x FY20E EPS 107.7 95.9
Realty Projects (excl. Dubai Harmony) 1xP/BV 3.3 2.9
Road BOTs 1xP/BV 1.3 1.2
Total 112.3 100.0
CMP 95.9

Potential upside 17.1%

Source: Company, DART

Downside risk to our valuation

Execution delays
Project delays due to an impediment at the client’s end or other regulatory bottlenecks
could adversely affect NCC’s revenue and profitability.

Rise in debt and interest cost

NCC'’s standalone debt increased by ¥4.6bn during 1HFY18 due to encashment of
%2.9bn BG by its client (Nellore Power Project) in Nov’17 and rise in debtors led by
GST related issues. Any further rise in debt and interest cost compared to our
estimates then it will negatively impact its profitability.

Exhibit 2: Q2FY18 Performance (Standalone)

Particulars & Mn) Q2FY18 Q2FY17 YoY (%) QIFY18 QoQ (%) HIFY18 HIFY17 YoY (%)
13,001 19,479 (33.3) 20,137 (35.4) 33,139 38,490 (13.9)

Const. Cost/rev. (%) 80.7 84.7 (396) 84.8 (410) 83.2 84.6 (145)
Source: Company, DART
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Exhibit 3:3196bn order book break up (Standalone)

Exhibit 4: Order book trend (Standalone)
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Source: Company, DART

Exhibit 5:Revenue to grow 7.6% CAGR over FY17-20E

Source: Company, DART

Exhibit 6: EBITDA Margin to improve to 9.5% by FY20E
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Source: Company, DART

Exhibit 7: Working capital trend

Source: Company, DART

Exhibit 8: Leverage trend
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Source: Company, DART
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Income Statement (Standalone)

Cash Flow (Standalone)

Particulars @ mn) Marl7 Marl8E Marl9E Mar20E  Particulars @ mn) Marl7 Marl8E Marl9E Mar20E
Revenue 78,921 80,241 92,659 98,380 Profit before tax 2,672 3,267 5,121 5,781
Growth (%) (5.2) 1.7 15.5 6.2  Depreciation 1,121 1,156 1,230 1,311
Total Expenditure 72,069 72,853 83,859 89,039 Finance cost 3,957 3,700 3,600 3,400
Material consumption 31,357 31,110 36,702 38,821  Other income (1,392) (1,200) (1,150) (1,150)
Construction expenses 9,347 9,830 11,582 12,298  Others 793 (124) 0 0
Sub-contractors work bills 26,167 26,271 29,447 31,265  Direct taxes paid (436) (1,072) (1,644) (1,856)
Employees cost 3,315 3,647 4,012 4,413  Change in Working Capital (4,746) (6,732) (5,176) (2,730)
Other Expenses 1,883 1,996 2,115 2,242  (A) CF from Operations 1,968 (1,005) 1,981 4,756
Other Income 1,401 1,200 1,150 1,150  Capex (1,350) (1,007) (1,000) (1,000)
EBIDTA (Excl. Ol) 6,852 7,389 8,800 9,342 Free Cash Flow 618 (2,012) 981 3,756
Growth (%) (7.1) 7.8 19.1 6.1 Inc./ (Dec.) in Investments 4,000 500 500 500
EBIDTA (Incl. OI) 8,253 8,589 9,950 10,492  Other 1871 1,200 1,150 1,150
Depreciation 1,121 1,156 1,230 1,311  (B) CF from Investments 4,520 693 650 650
EBIT 7,132 7,433 8,721 9,181  Issue of Equity/ Preference 0 0 0 0
Interest 3,957 3,700 3,600 3,400 Inc./(Dec.) in Debt (3,068) 4,154 1,065 (1,005)
Exceptional Items 503 466 0 0 Interest exp net (4,083) (3,700) (3,600) (3,400)
Profit Before Tax 2,672 4,198 5,121 5,781  Dividend Paid (Incl. Tax) (402) (260) (260) (260)
Tax 417 1,014 1,582 1,790 (C) CF from Financing (7,552) 194 (2,795) (4,665)
Net Profit 2,255 3,185 3,538 3,991  Net Change in Cash (1,064) (118) (164) 741
Adjustments 503 (124) 0 0  Opening Cash balances 2,158 1,095 976 812
Adj. Net Profit 2,758 3,060 3,538 3,991 Closing Cash balances 1,095 976 812 1,554
Growth (%) 59 (22.8) 66.2 12.8
Important Ratios
Balance Sheet (Standalone) Particulars Marl7 Marl8E Marl9E Mar20E
Particulars & mn) Marl7 Marl8E Marl9E Mar20E (A) Measures of Performance (%)
Sources of Funds EBIDTA Margin (excl. O.1.) 8.7 9.2 9.5 9.5
Equity Capital 1,112 1,112 1,112 1,112  EBIDTA Margin (incl. O.1.) 10.5 10.7 10.7 10.7
Reserves 33,311 35,180 38,458 42,189  EBIT Margin 9.0 9.3 9.4 9.3
Net Worth 34,423 36,292 39,570 43,301 Interest/EBIT 55.5 49.8 41.3 37.0
Long Term Loan 484 638 703 768  Tax/PBT 15.6 24.1 30.9 31.0
Short Term Loan 15,283 19,283 20,283 19,213 Net Profit Margin 3.5 3.8 3.8 4.1
Loan Funds 15,767 19,921 20,986 19,981 (B) As Percentage of Net Sales
Deferred Tax Liability (1,354) (1,412) (1,473) (1,539) Raw Material 39.7 38.8 39.6 395
Total Capital Employed 48,835 54,801 59,083 61,743  Construction expenses 11.8 12.3 12.5 12.5
Application of Funds Sub-contractors work bills 33.2 32.7 31.8 31.8
Gross Block 13,682 14,682 15,682 16,682 Employees expenses 4.2 4.5 4.3 4.5
Less: Acc Depreciation 7,279 8,435 9,664 10,975 Other Expenses 2.4 2.5 2.3 2.3
Net Block 6,403 6,247 6,018 5,707 (C) Measures of Financial Status
Capital Work in Progress 13 20 20 20  Debt/ Equity (x) 0.5 0.5 0.5 0.5
Investments 10,287 9,787 9,287 8,787 Interest Coverage (x) 2.1 2.3 2.8 3.1
Current Assets, Loans & Advances Average Cost Of Debt (%) 22.9 20.7 17.6 16.6
Inventories 15,258 16,028 18,449 19,589  Debtors Period (days) 164 175 168 168
Sundry Debtors 35,358 38,516 42,623 45,255 Closing stock (days) 71 73 73 73
Cash and Bank Balance 1,095 976 812 1,554  Working Capital (days) 149 176 172 175
Loans and Advances 9,938 11,510 13,250 14,068 Fixed Assets Turnover (x) 5.8 5.5 5.9 5.9
Other Current Assets 9,453 10,271 11,768 12,593 (D) Measures of Investment
sub total 71,101 77,301 86,902 93,058 Diluted EPS ) 5.0 3.8 6.4 7.2
Less: Current Liabilities & Provisions CEPS R) 7.0 5.9 8.6 9.5
Current Liabilities 38,632 38,174 42,694 45326 DPS(R) 0.4 0.4 0.4 0.4
Provisions 337 380 450 504  Book Value }) 61.9 65.3 71.2 77.9
sub total 38,969 38,554 43,144 45829  RoANW (%) 8.2 6.0 9.3 9.6
Net Current Assets 32,132 38,746 43,758 47,229 ROACE (%) 14.0 14.0 14.9 14.8
Total Assets 48,835 54,801 59,083 61,743 ROAIC (%) 18.7 18.2 18.7 18.3
E — Estimates (E) Valuation Ratios
CMP ) 96 96 96 96
P/E (X) 19.3 25.0 15.1 13.4
Market Cap. (X mn) 53,314 53,314 53,314 53,314
MCap/ Sales (x) 0.7 0.7 0.6 0.5
EV ® mn) 68,985 70,122 72,873 72,614
EV/Sales (x) 0.9 0.9 0.8 0.7
EV/EBDITA (x) 10.1 9.5 8.3 7.8
P/BV (X) 1.5 15 1.3 1.2
FCFE Yield (%) (12.1) (2.9) 29 (1.2
Dividend Yield (%) 0.4 0.4 0.4 0.4

E — Estimates
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DART RATING MATRIX
Total Return Expectation (12 Months)

Buy
Accumulate
Reduce

Sell

> 20%

10 to 20%
0to 10%
<0%

Rating and Target Price History

110 ——NCC +  Target Month  Rating TP R) Price ®)*
Feb-17 Accumulate 99 87
100 4 May-17 Accumulate 98 91
%0 Aug-17 Accumulate 102 89
80 * As on Recommendation Date
70
60 - - - - - - - - -
g 9 5 5 5 5 &5 5 8 58 5 55
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of his or her or their compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed in this
research report.

|. Analyst(s) and Associate (S) holding in the Stock(s): (Nil)

1. Disclaimer:

This research report has been prepared by Dolat Capital Market Private Limited. to provide information about the company(ies) and sector(s),
if any, covered in the report and may be distributed by it and/or its affiliated company(ies) solely for the purpose of information of the select
recipient of this report. This report and/or any part thereof, may not be duplicated in any form and/or reproduced or redistributed without the
prior written consent of Dolat Capital Market Private Limited. This report has been prepared independent of the companies covered herein.
Dolat Capital Market Private Limited. and its affiliated companies are part of a multi-service, integrated investment banking, brokerage and
financing group. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have provided or may provide services in respect
of managing offerings of securities, corporate finance, investment banking, mergers & acquisitions, financing or any other advisory services
to the company(ies) covered herein. Dolat Capital Market Private Limited. and/or its affiliated company(ies) might have received or may
receive compensation from the company(ies) mentioned in this report for rendering any of the above services. Research analysts and sales
persons of Dolat Capital Market Private Limited. may provide important inputs to its affiliated company(ies) associated with it. While reasonable
care has been taken in the preparation of this report, it does not purport to be a complete description of the securities, markets or developments
referred to herein, and Dolat Capital Market Private Limited. does not warrant its accuracy or completeness. Dolat Capital Market Private
Limited. may 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. This report is provided for information only and is not an investment advice and must not alone be taken as the basis
for an investment decision. The investment discussed or views expressed herein may not be suitable for all investors. The user assumes the
entire risk of any use made of this information. The information contained herein may be changed without notice and Dolat Capital Market
Private Limited. reserves the right to make modifications and alterations to this statement as they may deem fit from time to time. Dolat Capital
Market Private Limited. and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position
in, and buy or sell the securities of the company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities
and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act
as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to any
recommendation and other related information and opinions. This report is neither an offer nor solicitation of an offer to buy and/or sell any
securities mentioned herein and/or not an official confirmation of any transaction. 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 Dolat Capital Market Private Limited. and/or its
affiliated company(ies) to any registration or licensing requirement within such jurisdiction. The securities described herein may or may not
be eligible for sale in all jurisdictions or to a certain category of investors. Persons in whose possession this report may come, are required to
inform themselves of and to observe such restrictions.

For U.S. Entity/ persons only: This research report is a product of Dolat Capital Market Private 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 Dolat Capital Market Private 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 or entity.

In reliance 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, Dolat Capital Market Private Limited. has entered into an agreement with a U.S.
registered broker-dealer Ltd Marco Polo Securities Inc. ("Marco Polo"). Transactions in securities discussed in this research report should be
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time.
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