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Valuations Re-rating Unlikely despite Firm Growth Outlook

We recently visited NBCC to understand its current status of business and way forward.

Jaypee Infratech Deal Unlikely to Strain B/S: Contrary to general apprehension about likely 
leveraging of its balance sheet due to getting NBCC into developmental business through Jaypee 
Infratech assets, NBCC appears to be comfortable, as it intends to get the deal as per its own 
preferences. It stated that it is unlikely to take any meaningful debt in its balance sheet post the 
deal (if it goes through in its favour) mainly on account of: (a) securitisation of road asset, which 
currently generates annual EBITDA of ~Rs3.5bn; (b) land offering of ~1,000 acre to lenders could 
be the part of the deal; (c) divestment of hospital asset, which is currently valued at Rs10bn; and 
(d) unsold property of ~6,000 units and amount due with extant homeowners. NBCC may have 
to bring initial capital to kick-start the project, which will be later set off with amount collection 
from landowners with the movement of construction activities. NBCC sees this project as a big 
opportunity, which has total revenue potential of >Rs500bn as on date. 

Progress on Re-development Projects Remains Slow: The Court decision on Narauji Nagar 
project is delayed again to Apr’19, while progress on other 2 Delhi re-development projects 
is slow, as NBCC could float tenders worth ~Rs30bn as against projects award guidance of 
Rs40bn in 4QFY19E. Further, Rs40bn worth of new tenders are likely to be floated shortly for 
Sarojini Nager project. NBCC expects healthy revenue flow to happen from re-development 
projects in FY20E. 

Order Inflow Expected to Remain Soft in 4QFY19: Election code of conduct resulted in soft 
order inflow for NBCC in 4Q, as it could secure order worth Rs20bn during the quarter as against 
guidance of Rs40-50bn. Including this, total order inflow in FY19 is pegged at Rs120bn. We 
further note that order book from Amrapali project, which could potentially be ~Rs85bn, is not 
included in order inflow. Order book at Rs850bn, which is 12.2x of TTM revenue, remains giant 
and unmatched by any construction companies in India.

Integration Process of Acquired Companies got Streamlined: NBCC has completely 
integrated the financial and operation of its recently-acquired PSU companies i.e. HSCC and 
HSCL. While we appreciate NBCC management to acquire these companies on its own terms at 
low valuations, concerns over acquisition of more likely sick units at inappropriate price cannot 
be ruled out in future, as the government continues to pursue the company for more acquisition. 
For instance, recently NBCC rejected the offer for acquisition of EPI (Engineering Projects Ltd) 
due to higher valuations. Notably, extension of one more year for its MD bodes well, as he has 
been able to cajole the government for not acquiring any sick company due to various factors. 
However, change in management or government is still a risk from long-term perspective, as 
the government still owns >70% in the company.

Share price (%) 1 mth 3 mth 12 mth

Absolute performance 22.5 20.5 (33.2)

Relative to Nifty 16.9 14.3 (45.6)

Shareholding Pattern (%) Sep'18 Dec'18

Promoter 73.8 70.6

Public 26.3 29.4

1 Year Stock Price Performance

Note: * CMP as on March 28, 2019

Research Analyst: Binod Modi

Contact: 022 3303 4626

Email: binod.modi@relianceada.com

Key Financials (Rs mn) FY18 FY19E FY20E FY21E
Sales 59,050 76,357 104,655 131,741

EBITDA 3,994 3,273 4,360 5,742

Net Profit  3,336  3,597  4,475  5,454 

EPS (Rs)  1.9  2.0  2.5  3.0 

DPS (Rs)  1.0  1.0  1.0  1.0 

P/E (x)  35.1  32.5  26.1  21.5 

P/B (x)  6.4  6.0  5.3  4.6 

EV/EBITDA  25.0  30.3  22.2  17.1 

RoE (%)  19.1  19.0  21.5  23.1 

Divi. Yield (%)  1.5  1.5  1.5  1.5 

Source: Company, RSec Research
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Execution in PMC Segment Remains Strong: Traction in project execution in its PMC 
division remains healthy in the current quarter and NBCC is likely to maintain its revenue 
growth guidance of ~30% despite slow progress in re-development projects. However, net 
profit in current quarter may be dismal due to extraordinary EBITDA margin of 8% in FY18. 

Outlook & Valuation
We continue to view NBCC as a robust growth story owing to its PWO status and niche 
presence in redevelopment of government’s old colonies. Further, a debt-free balance-
sheet and superior return ratios augur well for the Company. Therefore, we continue to 
believe that NBCC should trade at premium to its peers. Stock has gained ~30% since our 
last update in Feb’19 post result. However, considering the ambiguity over the progress on 
redevelopment projects and overhang on Jaypee Infra deal there is no scope for further re-
rating. Hence, considering limited upside hereon, we downgrade our recommendation 
on the stock to HOLD from BUY with an unrevised SOTP-based Target Price of Rs62 
(20x EPS FY21E).
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Profit & Loss Statement
Y/E March (Rs mn)  FY18  FY19E  FY20E  FY21E 

 Income  59,050  76,357  104,655  131,741 

 % yoy growth  (6.0)  29.3  37.1  25.9 

 Operting Expenses  55,056  73,084  100,296  125,999 

 EBIDTA  3,994  3,273  4,360  5,742 

 EBIDTA Margin (%)  6.8  4.3  4.2  4.4 

 Depreciation & Amortization  27  26  43  54 

 Finance Costs  2  3  3  4 

 Other Income  1,061  1,968  2,171  2,220 

 PBT before excep items  5,026  5,213  6,485  7,904 

 PBT before extraordinary Items  5,026  5,213  6,485  7,904 

 PBT  5,026  5,213  6,485  7,904 

 Tax  1,690  1,616  2,010  2,450 

 % Tax  33.6  31.0  31.0  31.0 

 Net Profit- Reported  3,336  3,597  4,475  5,454 

 YoY Growth (%)  (5.0)  7.8  24.4  21.9 

 Net Profit- Adjusted  3,336  3,597  4,475  5,454 

 Net Profit Margin (%)  5.6  4.7  4.3  4.1 

Balance Sheet
Y/E March (Rs mn)  FY18  FY19E  FY20E  FY21E 

 Sources of Funds 

 Share Capital  1,800  1,800  1,800  1,800 

 Reserves & Surplus  16,414  17,851  20,165  23,459 

 Total Shareholder's funds  18,214  19,651  21,965  25,259 

 Non- Current Liabilities  734  827  1,119  1,460 

 Current Liabilities  57,552  62,683  80,063  99,181 

 Total Liabilities  76,500  83,161  103,147  125,900 

 Application of Funds 

 Gross Fixed Assets  694  1,294  1,994  2,194 

 Less: Acc. Depreciation  75  101  144  198 

 Net Fixed Assets  618  1,193  1,850  1,995 

 Deferred Tax Assets (Net)  1,157  1,157  1,157  1,157 

 Investments  603  2,603  2,603  2,603 

 Inventories  16,575  17,621  22,317  29,145 

 Sundry Debtors  22,585  24,114  31,739  41,450 

 Other Current Assets  6,279  5,936  7,439  9,715 

 Cash & Bank Balances  17,135  17,704  20,158  19,089 

 Loans & Advances  11,314  12,574  15,537  20,291 

 Toal Current Assets  73,888  77,948  97,190  119,690 

 Other Non-Current Assets  234  260  348  454 

 Total Assets  76,500  83,161  103,147  125,900 



NBCC (India)
Infrastructure | India

Institutional Equity Research

Target Price: Rs62

CMP* (Rs) 65

Upside/ (Downside) (%) (5)

Bloomberg Ticker NBCC IN

4

HOLD

Cash Flow Statement
Y/E March (Rs mn)  FY18  FY19E  FY20E  FY21E 

 PBT  5,026  5,213  6,485  7,904 

 Depreciation  27  26  43  54 

 Net Change in Working Capital  (2,090)  1,706  797  (4,217)

 Others  239  -    -    -   

 Tax Paid  (1,075)  (1,616)  (2,010)  (2,450)

 Net Cash from Operating Activities  2,128  5,328  5,314  1,291 

 Capex  (14)  (600)  (700)  (200)

 Sale / (Purchase) of Investments  472  (2,000)  -    -   

 Others  1,285  -    -    -   

 Net Cash used in Investing Activities  1,743  (2,600)  (700)  (200)

Divi. on Equity Shares paid (Including DDT)  (1,776)  (2,160)  (2,160)  (2,160)

Borrowings (Net)  (59)  -    -    -   

 Net Cash used in Financing Activities  (1,835)  (2,160)  (2,160)  (2,160)

 Net Increase/ (Decrease) in Cash  2,035  568  2,454  (1,069)

Key Ratios
Y/E March  FY18  FY19E  FY20E  FY21E 

Valuation Ratio (x)

 P/E  35.1  32.5  26.1  21.5 

 P/CEPS  34.8  32.3  25.9  21.2 

 P/BV  6.4  6.0  5.3  4.6 

 EV/EBIDTA  25.0  30.3  22.2  17.1 

 EV/Sales  1.7  1.3  0.9  0.7 

 Dividend Payout (%)  53.2  50.0  40.2  33.0 

 Dividend Yield (%)  1.5  1.5  1.5  1.5 

 Per Share Data (Rs) 

 EPS (Basic)  1.9  2.0  2.5  3.0 

 EPS (Diluted)  1.9  2.0  2.5  3.0 

 CEPS  1.9  2.0  2.5  3.1 

 DPS   1.0  1.0  1.0  1.0 

 Book Value  10  11  12  14 

  Returns (%) 

 RoCE  27.7  26.4  29.8  31.7 

 RoE  19.1  19.0  21.5  23.1 

 Turnover ratios (x) 

 Asset Turnover (Gross block)  85.1  59.0  52.5  60.1 

 Inventory (days)  99  99  99  99 

 Receivables (days)  135  135  135  135 

 Payables (days)  192  180  160  150 

 WCC (days)  43  55  75  85 

 Solvency ratios (x) 

 D/E (x)  (0.9)  (0.9)  (0.9)  (0.8)

 Current Ratio (x)  1.3  1.2  1.2  1.2 
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Reliance Securities Limited (RSL), the broking arm of Reliance Capital is one of the India’s leading retail broking houses. Reliance Capital is amongst India’s leading and most valuable financial services 

companies in the private sector. Reliance Capital has interests in asset management and mutual funds, life and general insurance, commercial finance, equities and commodities broking, wealth 

management services, distribution of financial products, private equity, asset reconstruction, proprietary investments and other activities in financial services. The list of associates of RSL is available on 

the website www.reliancecapital.co.in. RSL is registered as a Research Analyst under SEBI (Research Analyst) Regulations, 2014

General Disclaimers: This Research Report (hereinafter called ‘Report’) is prepared and distributed by RSL for information purposes only.  The recommendations, if any, made herein are expression of 

views and/or opinions and should not be deemed or construed to be neither advice for the purpose of purchase or sale of any security, derivatives or any other security through RSL nor any solicitation 

or offering of any investment /trading opportunity on behalf of the issuer(s) of the respective security(ies) referred to herein. These information / opinions / views are not meant to serve as a professional 

investment guide for the readers.  No action is solicited based upon the information provided herein. Recipients of this Report should rely on information/data arising out of their own investigations. 

Readers are advised to seek independent professional advice and arrive at an informed trading/investment decision before executing any trades or making any investments. This Report has been 

prepared on the basis of publicly available information, internally developed data and other sources believed by RSL to be reliable. RSL or its directors, employees, affiliates or representatives do not 

assume any responsibility for, or warrant the accuracy, completeness, adequacy and reliability of such information / opinions / views. While due care has been taken to ensure that the disclosures and 

opinions given are fair and reasonable, none of the directors, employees, affiliates or representatives of RSL shall be liable for any direct, indirect, special, incidental, consequential, punitive or exemplary 

damages, including lost profits arising in any way whatsoever from the information / opinions / views contained in this Report. 

Risks: Trading and investment in securities are subject to market risks. There are no assurances or guarantees that the objectives of any of trading / investment in securities will be achieved. The trades/ 

investments referred to herein may not be suitable to all categories of traders/investors. The names of securities mentioned herein do not in any manner indicate their prospects or returns. The value 

of securities referred to herein may be adversely affected by the performance or otherwise of the respective issuer companies, changes in the market conditions, micro and macro factors and forces 

affecting capital markets like interest rate risk, credit risk, liquidity risk and reinvestment risk.  Derivative products may also be affected by various risks including but not limited to counter party risk, market 

risk, valuation risk, liquidity risk and other risks. Besides the price of the underlying asset, volatility, tenor and interest rates may affect the pricing of derivatives. 

Disclaimers in respect of jurisdiction: The possession, circulation and/or distribution of this Report may be restricted or regulated in certain jurisdictions by appropriate laws. No action has been or will 

be taken by RSL in any jurisdiction (other than India), where any action for such purpose(s) is required. Accordingly, this Report shall not be possessed, circulated and/or distributed in any such country or 

jurisdiction unless such action is in compliance with all applicable laws and regulations of such country or jurisdiction. RSL requires such recipient to inform himself about and to observe any restrictions 

at his own expense, without any liability to RSL. Any dispute arising out of this Report shall be subject to the exclusive jurisdiction of the Courts in India.

Disclosure of Interest: The research analysts who have prepared this Report hereby certify that the views /opinions expressed in this Report are their personal independent views/opinions in respect of 

the securities and their respective issuers. None of RSL, research analysts, or their relatives had any known direct /indirect material conflict of interest including any long/short position(s) in any specific 

security on which views/opinions have been made in this Report, during its preparation. RSL’s Associates may 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. RSL, its Associates, the research analysts, or their relatives might have financial interest in the issuer company(ies) of the 

said securities. RSL or its Associates may have received a compensation from the said issuer company(ies) in last 12 months for the brokerage or non brokerage services.RSL, its Associates, the research 

analysts or their relatives have not received any compensation or other benefits directly or indirectly from the said issuer company(ies) or any third party in last 12 months in any respect whatsoever for 

preparation of this report. 

The research analysts has served as an officer, director or employee of the said issuer company(ies)?: No

RSL, its Associates, the research analysts or their relatives holds ownership of 1% or more, in respect of the said issuer company(ies).?: No

Copyright: The copyright in this Report belongs exclusively to RSL. This Report shall only be read by those persons to whom it has been delivered. No reprinting, reproduction, copying, distribution of this 

Report in any manner whatsoever, in whole or in part, is permitted without the prior express written consent of RSL.

RSL’s activities were neither suspended nor have defaulted with any stock exchange  with whom RSL is registered. Further, there does not exist any material adverse order/judgments/strictures assessed 

by any regulatory, government or public authority or agency or any law enforcing agency in last three years. Further, there does not exist any material enquiry of whatsoever nature instituted or pending 

against RSL as on the date of this Report.

Important These disclaimers, risks and other disclosures must be read in conjunction with the information / opinions / views of which they form part of. 

RSL CIN: U65990MH2005PLC154052. SEBI registration no. ( Stock Brokers: NSE - INB / INF / INE 231234833; BSE - INB / INF / INE 011234839, Depository Participants: CDSL IN-DP-257-2016 IN-DP-

NSDL-363-2013, Research Analyst: INH000002384); AMFI ARN No.29889.

Rating Guides
Rating Expected absolute returns (%) over 12 months
BUY >10%

HOLD -5% to 10%

REDUCE  >-5%

Date Reco CMP TP

15-Feb-19 BUY 49 62 

19-Nov-18 BUY  60 90 

16-Aug-18 BUY  75 103 

29-May-18 BUY  95  128 

16-Feb-18 BUY  208  295 

21-Nov-17 BUY  271  300 

18-Aug-17 HOLD  208  195 

30-May-17 HOLD  196  195 

PLEASE CLICK HERE FOR PREVIOUS REPORTS

Rating History

https://www.reliancesmartmoney.com/research/research-reports

		2019-03-28T17:56:06+0530
	NAVEEN KULKARNI




