
 

R
e

su
lt

 U
p

d
a

te
 

 

View: Another bad quarter, recovery in FY21E; maintain Buy 

 NCC reported lower than expected numbers on all fronts. 

 NCC posted weak set of numbers with 44.2%/ 36.2%/ 82.7% YoY de-
growth in Revenue/ EBITDA/ APAT to `17.3 bn/ `2.3 bn/ `300 mn due 
to lower execution coupled with higher depreciation + interest cost 
and lower other income. Core EBITDA margins (adjusting for `310 mn 
claim on Mumbai projects). 

 We sharply reduce our revenue estimates by 21%/ 18.1% for FY20E/ 
FY21E factoring 28.2% de-growth in 1HFY20, reduced order inflow for 
FY20E and lower execution rate. NCC is likely to post -20.9%/ 18.7% 
revenue growth in FY20E/ FY21E. We maintain core EBITDA margin 
estimates of 11.7%/ 11.7% for FY20E/ FY21E. Accordingly, we reduce 
our Adj. PAT estimates by 45.1%/ 31.8% for FY20E/ FY21E primarily due 
to reduction in execution and higher tax rate of 33% vs. 25.6% for 
FY20E. We expect recovery in FY21E with 18.7%/ 59.8% growth in 
revenue/ Adj. PAT.  

 Considering ~50% correction in stock price during YTDFY20 and 
recovery in FY21E, we maintain BUY with downward TP of `76 (9x 
FY21E EPS). 

 
Key Risk – Any further order cancellation or increase in working capital 
leading to higher debt. 
 
Much lower order inflow, however order book at 3.2x TTM revenue 
NCC standalone won fresh orders worth `162.8 bn (excl. `61 bn AP 
cancellation) / ̀ 31.3 bn during FY19/ YTDFY20, taking the standalone order 
book to `331.7 bn (3.2x TTM revenue). We reduce our order inflow 
estimates to `100 bn (management guidance of `140 bn) from `140 bn for 
FY20E factoring YTDFY20 order inflow. However, we maintain our order 
inflow estimates of `140 bn for FY21E. 
 

Q2FY20 Result (` Mn) 

Particulars Q2FY20 Q2FY19 YoY (%) Q1FY20 QoQ (%) 

Revenue 17,320 31,048 (44.2) 21,877 (20.8) 
Total Expense 14,990 27,397 (45.3) 19,211 (22.0) 

EBITDA 2,330 3,651 (36.2) 2,666 (12.6) 

Depreciation 449 357 25.6 437 2.7 

EBIT 1,881 3,294 (42.9) 2,229 (15.6) 

Other Income 703 331 112.6 250 181.1 

Interest 1,308 1,082 20.9 1,259 3.9 

EBT 1,112 2,068 (46.2) 1,221 (8.9) 

Tax 312 811 (61.6) 407 (23.5) 

RPAT 800 1,257 (36.3) 813 (1.6) 

APAT 300 1,732 (82.7) 813 (63.1) 

   (bps)  (bps) 
Gross Margin (%) 23.1 17.5 560 20.5 254 

EBITDA Margin (%) 13.5 11.8 169 12.2 127 

NPM (%) 1.7 5.6 (385) 3.7 (199) 

Tax Rate (%) 28.0 39.2 (1121) 33.4 (535) 

EBIT Margin (%) 10.9 10.6 25 10.2 67 
 

 

CMP ` 58 

Target / Upside ` 76 / 31% 

BSE Sensex 40,248 
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Estimates (` mn) 

 FY19A FY20E FY21E 

Revenue 1,20,798 95,578 1,13,451 

EBITDA 14,230 11,490 13,278 

PAT 5,639 3,682 5,084 

EPS (`) 10.4 5.3 8.5 
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 Actual vs. DART estimates 

(in ` mn) Actual DART Est. % Variation Comment 

Revenue 17,320 20,576 (15.8)  Lower execution run rate due to monsoon 

EBITDA 2,330 2,460 (5.3)  

EBITDA Margin (%) 13.5 12.0 150 bps  Due to claims of `310 mn. Core margins stood 
at 11.7% (down 30 bps vs. estimate) 

Adj. PAT 300 638 (53.0) Due to poor operating performance 

Source: Company, DART 

 Change in estimates 

(` mn) FY20E FY21E 

 New Old % chg New Old % chg 

Revenue 95,578 1,21,035 (21.0) 1,13,451 1,38,455 (18.1) 

YoY growth (%) (20.9) 0.2 - 18.7 14.4 431 

EBITDA 11,490 14,162 (18.9) 13,278 16,205 (18.1) 

EBITDA Margin (%) 12.0 11.7 32 11.7 11.7 (0) 

Adj. PAT 3,182 5,794 (45.1) 5,084 7,458 (31.8) 

EPS (`) 5.3 9.7 (45.1) 8.5 12.4 (31.8) 

Source: Company, DART 

Key earnings takeaways 

 For affordable housing projects (`43.5 bn) in AP, NCC is in discussion with 
the state government but awaiting clarity from them. Also, there is no clarity 
on `66 bn orders in the state of AP where execution has stopped. 

 Revenue & EBITDA margin –  Revenue decreased by 44.2% in Q2FY20 
primarily due to very less execution in AP post stoppage of work and 
extended monsoon. EBITDA margins up 169 bps YoY to 13.5% due to 
onetime claim of `310 mn; core EBITDA margins stood at 11.7%. NCC 
lowered its revenue guidance to `100 bn from `110 bn and guided gross 
margin of 17-18%. 

 Order inflow – Maintained guidance of ̀ 140 bn for FY20E. Significant inflows 
expected in H2FY20E. H1FY20 inflows were low due to general elections and 
monsoon. 

 Debt & Capex - Standalone debt decreased from `24 bn to `22.9 bn QoQ. 
Guided for `18-19 bn debt level at the end of FY20E. Capex for 1HFY20 is 
`820 mn. 

 Unbilled revenue/ Mobilization advance/ Retention money stood at `17 bn/ 
`16.7 bn/ `22.8 bn respectively. Receivables from AP govt. stands at `8 bn. 

 Exposure to JV’s & Subsidiary – Total investment and loans & advances to 
subsidiaries decreased by `300 mn to `14.5 bn during Q2FY20.  

 Arbitration – Sembcorp hearing is going on and outcome is expected by 
Mar’20. 

 Loss of all subsidiaries, associates and JVs for Q2FY20 stood at `15.2 mn. 

 Total Limits stands at `110.6 bn which includes `90 bn Non Fund based and 
`20.6 bn Fund based. Plans to enhance BG limits by `40 bn, LC limits by `3 
bn and fund based limit by `1.4 bn. NCC plans to add new banks for funding 
limits where outcome is expected in 2-3 months. 
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 Q2FY20 Performance (Standalone) 

Source: Company, DART 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Particulars (` mn) Q2FY20 Q2FY19 YoY (%) Q1FY20 QoQ (%) H1FY20 H1FY19 YoY (%) 

Revenue 17,320 31,048 (44.2) 21,877 (20.8) 39,197 54,644 (28.3) 
Material consumed 5,890 13,269 (55.6) 7,639 (22.9) 13,529 22,263 (39.2) 

Construction exp. 1,904 2,165 (12.0) 2,218 (14.2) 4,122 4,002 3.0 

Sub - contractor work bills 5,532 10,194 (45.7) 7,531 (26.5) 13,064 18,659 (30.0) 

Employees cost 1,153 1,078 6.9 1,123 2.6 2,276 2,052 10.9 

Other expenditure 511 692 (26.2) 699 (26.9) 1,210 1,340 (9.7) 

Total expenditure 14,990 27,397 (45.3) 19,211 (22.0) 34,201 48,316 (29.2) 

EBITDA 2,330 3,651 (36.2) 2,666 (12.6) 4,996 6,329 (21.1) 

Depreciation 449 357 25.6 437 2.7 886 701 26.5 

Operating profit 1,881 3,294 (42.9) 2,229 (15.6) 4,110 5,628 (27.0) 

Other income 703 331 112.6 250 181.1 953 626 52.3 

EBIT 2,585 3,624 (28.7) 2,479 4.3 5,064 6,254 (19.0) 

Interest 1,308 1,082 20.9 1,259 3.9 2,566 2,097 22.4 

Exceptional items (165) (475) - - - (165) (475) - 

EBT 1,112 2,068 (46.2) 1,221 (8.9) 2,333 3,682 (36.6) 

Provision for taxation 312 811 (61.6) 407 (23.5) 719 1,389 (48.2) 

Net income 800 1,257 (36.3) 813 (1.6) 1,614 2,293 (29.6) 

Adjustments (501) 475 - - - (501) 475 - 

Adjusted net income 300 1,732 (82.7) 813 (63.1) 1,113 2,768 (59.8) 

EPS (`) 0.5 2.8 (82.7) 1.3 (63.1) 1.8 4.5 (59.8) 

   (bps)  (bps)    
EBIDTA Margin (Excl. O.I.) 13.5 11.8 169 12.2 127 12.7 11.6 116 

EBIDTA Margin (Incl. O.I.) 17.5 12.8 469 13.3 418 15.2 12.7 245 

Core EBITDA Margin 11.7 11.8 (9) 12.2 (52) 12.0 11.6 37 

NPM (%) 1.7 5.5 (386) 3.7 (201) 2.8 5.0 (224) 

Tax/PBT (%) 28.0 39.2 (1121) 33.4 (535) 30.8 37.7 (689) 

Construction/Revenue (%) 76.9 82.5 (560) 79.5 (254) 78.4 82.2 (385) 
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 `315 bn order book break up (Standalone)   Order book trend (Standalone) 

 

 

 

Source: DART, Company  Source: DART, Company 

 
 Revenue to de-grow 3.1% CAGR over FY19-21E   EBITDA Margin to stabilize at 11.7% by FY21E 

 

 

 

Source: DART, Company  Source: DART, Company 

 
 

 Working capital trend   Leverage trend 

 

 

 

Source: DART, Company  Source: DART, Company 
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Profit and Loss Account     

(` Mn) FY18A FY19A FY20E FY21E 

Revenue 75,593 1,20,798 95,578 1,13,451 

Total Expense 67,045 1,06,568 84,088 1,00,173 

COGS 61,311 99,305 76,529 91,714 

Employees Cost 3,641 4,393 4,833 5,461 

Other expenses 2,093 2,870 2,726 2,999 

EBIDTA 8,549 14,230 11,490 13,278 

Depreciation 1,175 1,494 1,822 1,992 

EBIT 7,374 12,736 9,668 11,286 

Interest 3,789 4,513 5,350 5,250 

Other Income 1,158 1,183 1,343 800 

Exc. / E.O. items (1,066) (589) (165) 0 

EBT 3,677 8,817 5,496 6,836 

Tax 809 3,178 1,814 1,752 

RPAT 2,868 5,639 3,682 5,084 

Minority Interest 0 0 0 0 

Profit/Loss share of associates 0 0 0 0 

APAT 3,934 6,228 3,182 5,084 

     

Balance Sheet     

(` Mn) FY18A FY19A FY20E FY21E 

Sources of Funds     

Equity Capital 1,201 1,201 1,201 1,201 

Minority Interest 0 0 0 0 

Reserves & Surplus 41,215 46,367 48,995 53,025 

Net Worth 42,417 47,568 50,195 54,226 

Total Debt 13,001 19,933 21,003 20,003 

Net Deferred Tax Liability (1,793) (1,726) (1,899) (1,989) 

Total Capital Employed 53,625 65,774 69,298 72,239 

     

Applications of Funds     

Net Block 8,081 13,098 13,888 14,896 

CWIP 229 132 20 20 

Investments 10,237 9,193 9,293 8,587 

Current Assets, Loans & Advances 87,666 1,07,071 98,294 1,09,831 

Inventories 16,956 5,129 4,709 5,009 

Receivables 46,889 31,542 27,909 32,901 

Cash and Bank Balances 659 2,990 1,924 1,949 

Loans and Advances 6,324 4,965 4,625 4,408 

Other Current Assets 16,838 62,445 59,127 65,565 

     

Less: Current Liabilities & Provisions 52,589 64,085 52,196 61,095 

Payables 35,125 44,923 35,527 42,205 

Other Current Liabilities 17,464 19,162 16,669 18,890 

     

Net Current Assets 35,077 42,986 46,098 48,736 

Total Assets 53,625 65,408 69,298 72,239 

E – Estimates 
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Important Ratios     

Particulars FY18A FY19A FY20E FY21E 

(A) Margins (%)     

Gross Profit Margin 18.9 17.8 19.9 19.2 

EBIDTA Margin 11.3 11.8 12.0 11.7 

EBIT Margin 9.8 10.5 10.1 9.9 

Tax rate 22.0 36.0 33.0 25.6 

Net Profit Margin 5.2 5.2 3.3 4.5 

(B) As Percentage of Net Sales (%)     

COGS 81.1 82.2 80.1 80.8 

Employee 4.8 3.6 5.1 4.8 

Other 2.8 2.4 2.9 2.6 

(C) Measure of Financial Status     

Gross Debt / Equity 0.3 0.4 0.4 0.4 

Interest Coverage 1.9 2.8 1.8 2.1 

Inventory days 82 15 18 16 

Debtors days 226 95 107 106 

Average Cost of Debt 26.3 27.4 26.1 25.6 

Payable days 170 136 136 136 

Working Capital days 169 130 176 157 

FA T/O 9.4 9.2 6.9 7.6 

(D) Measures of Investment     

AEPS (`) 6.5 10.4 5.3 8.5 

CEPS (`) 8.5 12.9 8.3 11.8 

DPS (`) 0.4 1.2 1.8 1.8 

Dividend Payout (%) 6.8 11.6 33.1 20.7 

BVPS (`) 70.6 79.2 83.6 90.3 

RoANW (%) 10.0 13.6 6.5 9.8 

RoACE (%) 14.8 17.7 13.6 14.7 

RoAIC (%) 15.1 18.3 14.1 15.1 

(E) Valuation Ratios     

CMP (`) 58 58 58 58 

P/E 8.9 5.6 11.0 6.9 

Mcap (` Mn) 34,898 34,898 34,898 34,898 

MCap/ Sales 0.5 0.3 0.4 0.3 

EV 47,239 51,841 53,976 52,951 

EV/Sales 0.6 0.4 0.6 0.5 

EV/EBITDA 5.5 3.6 4.7 4.0 

P/BV 0.8 0.7 0.7 0.6 

Dividend Yield (%) 0.8 2.1 3.0 3.0 

(F) Growth Rate (%)     

Revenue (4.2) 59.8 (20.9) 18.7 

EBITDA 24.8 66.5 (19.3) 15.6 

EBIT 28.7 72.7 (24.1) 16.7 

PBT 37.7 139.8 (37.7) 24.4 

APAT 42.6 58.3 (48.9) 59.8 

EPS 42.6 58.3 (48.9) 59.8 

     
Cash Flow     

(` Mn) FY18A FY19A FY20E FY21E 

CFO 4,469 3,453 5,528 8,823 

CFI (3,532) (3,290) (1,258) (1,495) 

CFF (1,372) 2,168 (5,335) (7,303) 

FCFF 1,393 (1,454) 3,027 5,823 

Opening Cash 1,095 659 2,990 1,924 

Closing Cash 659 2,990 1,924 1,949 

E – Estimates 

 



 

 

  

   
 

 
DART RATING MATRIX  

Total Return Expectation (12 Months)  

Buy > 20% 

Accumulate 10 to 20% 

Reduce 0 to 10% 

Sell < 0% 

 
 

Rating and Target Price History 
 

 

 Month Rating TP (`) Price (`) 

May-18 Buy 164 114 

Jul-18 Buy 164 85 

Aug-18 Buy 165 97 

Nov-18 Buy 166 90 

May-19 Buy 179 115 

Aug-19 Buy 115 69 

    

    

    

    
*Price as on recommendation date 
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