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PEOPLE YOU PROSPER WITH Q1FY25 RESULT UPDATE

Retail Equity Research A ,
H.G. Infra Engineering Ltd. _ccumu ate

Infrastructure 12 Months Investment Period Rating as per Small Cap

BSE CODE : 541019 NSE CODE: HGINFRA CMP Rs. 1,554 TARGET Rs. 1,788 RETURN 15% .
BLOOMBERG CODE: HGINFRA:IN SENSEX: 79,468 (Closing: 07-08-2024)

KEY CHANGES: TARGET 1 RATING 4= EARNINGS T
Strong execution with steady margin...

HG Infra Engineering Ltd. (HG Infra) is one of the emerging EPC

Market Cap (cr) 310,124

players in India, with over two decades of rich experience in road ~ Enterprise Value () 110343
construction. It is primarily engaged in roads and allied sectors like  Oustanding Shares (cr) 65
flyovers, bridges, and irrigation. Free Float LEE
Dividend Yield 0.1%
e In Q1FY25, HG Infra registered a better than estimated revenue ), ... high 21,880
growth of 18% YoY, led by superior execution of projects. 59 weeklow 2806
e The order book grew by 34% YoY to Rs. 15,642cr (~3x TTM
revenue), providing revenue visibility for the next 2 to 3 years. ez 3ol ) 03
e Gross margin improved by 175bps YoY to 55.2%, owing to Bt 0.73
strong execution and cost control measures, while EBITDA  Facevalue 10
margin remains steady at 16.2%.
e The company maintains an order inflow of Rs 11,000cr to  promoters 745 745 745
Rs12,000cr in FY25, and we expect the order book to grow ata . 16 17 20
CAGR of 33% over FY24-FY26E. MEs/Inst 125 T
e The order inflow pipeline remains healthy and HG Infra expects : : : :
traction in highways, railways, water and solar orders in Fy25  Public by k0
e Therefore, we maintain our Accumulate rating and value the Total 1000 1000 100.0
standalone business at a P/E of 17x FY26E and HAM projects at  Promoter Pledge Nil Nil Nil
0.7x P/BV with a TP of Rs.1,788. ]
Absolute Return 36% 68%  63%
Execution picked up pace... Absolute Sensex 10% 1%  21%

In Q1FY25, revenue grew by 18.4% YoY to Rs1,506cr, which is above our
estimate due to the pickup in execution of highways and railway projects.  Relative Return* 26% 57%  42%
We expect the execution to pick up pace in the coming quarters as most of
the projects are in the execution stage. The company guided for 15 to 20%
of revenue growth in FY25, led by strong execution in road, railway, and

*over or under performance to benchmark index

1900

solar projects. However, the company has witnessed slow progress in 1750 = HGlInfra === Sensex Rebased
Neelamangala-Tumkur highway EPC projects (Rs68lcr unexecuted 1600

portion) due to a delay in acquiring further land (~24% execution 1450

completed). We, increased our revenue estimate by 2% and 6% respectively 1300

for FY25/26. Gross margin during the quarter improved by 175bps YoY to 1150

55.2% due to strong execution, while EBITDA margin remains steady at 1000

16.2%. We expect margins to remain at a strong level of 15.5% to 16% for 850

FY25/FY26 on account of pick-ups in execution. 700

Order book to grow at a CAGR of 33% over FY24-FY26E... e o o - e
HG Infra’s order book remains healthy at Rs 15,642cr in Q1FY25, which is  RELGEIDE(E] FY24A  FY25E FY26E
2.9x TTM revenue and provides revenue visibility in the coming years. The  ¢,ja 5122 6093 7189

company expects an order inflow of Rs 11,000cr to Rs 12,000cr in FY25.

The company has received Rs 4,142cr orders in Q1FY25. The company’s ~ &roWth (%) i
order book comprises road (73%), rail (16%), and solar (11%). The  EBITDA 822 93 1114
management is targeting to increase the non-road projects in FY25 due to  ggiTpA Margin(%) 16.0 158 155
the traction seen in solar, railway, and water projects. The majority of the PAT Adi 139 549 655
orders are coming from Maharashtra (33%), followed by Jharkhand (15%), )
UP (13%), Rajasthan (11%), and AP (6%). The total equity investments in  Growth (%) 41251 194
HAM projects stand at Rs 728cr and are expected to invest Rs505cr in  AdjEPS 67.3 842 1006
FY25E. We expect traction in new orders in FY25/FY26E, which will aid its Growth (%) 41 %1 194
order book to grow at a CAGR of 33% over FY24-FY26E.
Valuation & Outlook... PJE 231 184 154
The increasing opportunities in road, solar, railway and solar projects, along  P/B 4.6 37 3.0
with a current order backlog at 2.9x TTM revenue, ensure strong business EV/EBITDA 126 108 93
visibility. The management is prioritizing the diversification of the order

ROE (%) 73 21 13

book and maintaining a healthy margin profile to drive future growth. We
reiterate our Accumulate rating & value standalone businesses at a P/E of ~ D/E 02 0101
17x FY26E EPS and HAM projects at 0.7x P/BV with a TP of Rs.1,788.

Antu Eapen Thomas

Research Analyst
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SOTP Valuation
Invested Equity | Value per share
Standalone FY25 EPS 1709 P/E17x FY26E EPS
HAM Projects 728 78 0.7xP/BV
Total 1788

Quarterly Financials (Standalone)

Profit & Loss

Rs (cr) QLFY25 QIFY24 | YoYGrowth (%) | QaFv2e | € (GO/FO;’Wth

Sales 1,506 1,271 18.4 1,635 -719

EBITDA 243 205 1838 265 -8.0

EBITDA margins (%) 16.2 16.1 5bps 16.2 -3bps
Depreciation 35 31 12.0 38 -85

EBIT 209 174 20.0 227 -8.0

Interest 22 17 27.6 19 133

Other Income 3 4 -16.4 5 -309
Exceptional Items 0 0 2 0

PBT 190 160 184 212 -10.4

Tax 50 42 19.7 52 -3.2
Reported PAT 140 118 179 160 -12.8
Adjustments 0.0 0.0 0.0 0.0

Adj PAT 140 118 179 160 -12.8

No. of Shares 6.5 6.5 6.5

Adj.EPS (Rs) 214 18.2 179 245 -12.8

Change in Estimates

U e | Newssimaes | Chnget)
Year /Rs cr FY25E FY26E FY25E FY26E FY25E FY26E
Revenue 5976 6,810 6,093 7,189 2.0 5.6
EBITDA 944 1,055 963 1,114 2.0 5.6
Margins (%) 15.8 15.5 15.8 15.5 Obps Obps
Adj. PAT 536 613 549 655 2.5 6.9
EPS 82.2 94.1 84.2 100.6 2.5 6.9
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Standalone Financi:

PROFIT & LOSS

Revenue 3,616 4,419 5,122 6,093 7,189
9% change 42.6 RO 159 19.0 18.0
EBITDA 650 710 822 963 1,114
% change 434 9.2 15.7 17.1 15.7
Depreciation 85 96 141 151 155
EBIT 565 614 681 811 959
Interest 53 63 81 89 97
Other Income 6.7 18.1 12.6 15.0 18.0
PBT 519 569 719 737 880
% change 63.8 9.6 26.5 2.5 19.4
Tax 116 147 174 188 224
Tax Rate (%) 223 25.9 24.2 255 255
Reported PAT 404 421 545 549 655
Adj* 1 0 107 0 0
Adj PAT 403 421 439 549 655
% change 64.8 4.5 4.1 25.1 19.4
No. of shares (cr) 6.5 6.5 6.5 6.5 6.5
Adj EPS (Rs.) 61.8 64.7 67.3 84.2 100.6
% change 64.8 4.5 4.1 25.1 19.4
DPS (Rs.) 0.8 1.0 1.3 15 1.7
CASH FLOW

Net inc. + Depn. 605 665 860 888 1,035
Non-cash adj. -41 81 136 125 180
Changes in W.C -363 -244 -236 -305 -242
C.F. Operation 179 475 709 683 899
Capital exp. -68 -251 -80 -50 -50
Change in inv. -93 -182 -272 -327 -458
Other invest.CF -12 -12 5 -3 -4
C.F - Investment -173 -444 -348 -380 -511
[ssue of equity 0 0 0 0 0
[ssue/repay debt -29 167 -121 -99 -107
Dividends paid -5 -7 -8 -9 -11
Other finance.CF 0 -7 -6 -9 -10
C.F - Finance -34 27 -429 -303 -346
Chg. in cash -28 57 -67 0 41
Closing cash 159 216 149 149 190

BALANCE SHEET

Cash 159 216 149 149 190
Accounts Receivable 700 908 1,052 1,252 1,477
Inventories 184 223 248 347 412
Other Cur. Assets 494 605 716 951 1,123
Investments 363 545 817 1,144 1,601
Gross Fixed Assets 809 1,059 1,139 1,189 1,239
Net Fixed Assets 448 602 541 440 334
CWIP 2 3 3 3 3
Intangible Assets 2 2 2 2 2
Def. Tax (Net) 11 12 13 14 14
Other Assets 39 47 54 63 74
Total Assets 2,402 3,163 3,595 4,365 5230
Current Liabilities 777 893 936 1,165 1,383
Provisions 52 53 50 62 74
Debt Funds 205 435 395 385 375
Other Liabilities 4 3 3 4 5
Equity Capital 65 65 65 65 65
Reserves & Surplus 1,299 1,714 2,145 2,684 3,329
Shareholder’s Fund 1,364 1,779 2,210 2,749 3,394
Total Liabilities 2,402 3,163 3,595 4,365 5,230
BVPS (Rs.) 209 273 339 422 521

RATIOS

Profitab. & Return

EBITDA margin (%) 18.0 16.1 16.0 15.8 155
EBIT margin (%) 15.6 13.9 13.3 13.3 13.3
Net profit mgn.(%) 11.2 9.5 10.7 9.0 9.1
ROE (%) 337 26.8 27.3 221 21.3
ROCE (%) 31.0 25.3 26.0 22.2 218
W.C & Liquidity

Receivables (days) 69.3 66.4 69.9 69.0 69.3
Inventory (days) 17.7 16.8 16.8 17.8 19.3
Payables (days) 101.4 92.7 97.4 90.2 92.1
Current ratio (x) 1.8 1.8 1.9 2.0 2.0
Quick ratio (x) 1.0 11 11 1.0 1.0
Turnover & Leverage

Gross asset T.0 (x) 4.6 4.7 47 5.2 59
Total asset T.0 (x) 1.6 1.6 15 15 15
Int. coverage ratio (x) 10.7 9.7 8.4 9.1 9.9
Adj. debt/equity (x) 0.2 0.2 0.2 0.1 0.1
Valuation

EV/Sales (x) 2.7 2.3 2.0 1.7 1.4
EV/EBITDA (x) 15.2 14.6 12.6 10.8 9.3
P/E (x) 25.1 24.0 231 18.4 15.4
P/BV (x) 7.4 5.7 46 3.7 3.0
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Recommendation Summary ( Last 3 years) Dates Rating Target
27-Apr-2023 HOLD 960
2000 03-Aug-2023 BUY 1,137
1800 14-Feb-2024 BUY 1,120
1600 18-May-2024 Accumulate 1,611
1400 08-Aug-2024 Accumulate 1,788
1200 r
1000
800
600
400
200
0

Aug.21 Dec.21 Apr.22 Aug.22 Dec.22 Apr.23 Aug.23 Dec.23 Apr.24 Aug.24

Source: Bloomberg, Geojit Research.

Investment Criteria
Ratings Large caps Midcaps Small Caps
Buy Upside is above 10% Upside is above 15% Upside is above 20%
Accumulate - Upside is between 10%-15% Upside is between 10%-20%
Hold Upside is between 0% - 10% Upside is between 0%-10% Upside is between 0%-10%
Reduce/sell Downside is more than 0% Downside is more than 0% Downside is more than 0%
Not rated/Neutral
Definition:

Buy: Acquire at Current Market Price (CMP), with the target mentioned in the research note; Accumulate: Partial buying or to accumulate as CMP dips in the future; Hold: Hold the stock
with the expected target mentioned in the note.; Reduce: Reduce your exposure to the stock due to limited upside.; Sell: Exit from the stock; Not rated/Neutral: The analyst has no invest-
ment opinion on the stock.

To satisfy regulatory requirements, we attribute ‘Accumulate’ as Buy and ‘Reduce’ as Sell.

The recommendations are based on 12 month horizon, unless otherwise specified. The investment ratings are on absolute positive/negative return basis. It is possible that due to volatile
price fluctuation in the near to medium term, there could be a temporary mismatch to rating. For reasons of valuations/ return/lack of clarity /event we may revisit rating at appropriate time.
Please note that the stock always carries the risk of being upgraded to BUY or downgraded to a HOLD, REDUCE or SELL.

Not rated/Neutral- The analyst has no investment opinion on the stock under review.

DISCLAIMER & DISCLOSURES

Certification: I, Antu Eapan Thomas, author of this Report, hereby certify that all the views expressed in this research report reflect our personal views about any or all of the subject issuer or securities. This
report has been prepared by the Research Team of Geojit Financial Services Limited, hereinafter referred to as Geojit.

For General disclosures and disclaimer: Please Visit : https: //www.geojit.com/research-disclosures#fundamental-research

Group companies of Geojit Financial Services Limited are Geojit Technologies Private Limited (Software Solutions provider), Geojit Credits Private Limited (NBFC), Geojit Investment Limited (financial
Services Company), Geojit Techloan Private Ltd( P2P lending ) Geojit IFSC Ltd ( a company incorporated under IFSC Regulations, Qurum Business Group Geojit Securities LLC ( a joint venture in Oman en-
gaged in Financial Services ), Barjeel Geojit Financial Services LLC (a joint venture in UAE engaged in Financial Services), Aloula Geojit Capital Company (a joint venture in Saudi Arabia (Under Liquidation))
and BBK Geojit Business Consultancy and Information KSC (C) (a joint venture in Kuwait-engaged in Financial services ). In the context of the SEBI Regulations on Research Analysts (2014), Geojit affirms
that we are a SEBI registered Research Entity and in the course of our business as a stock market intermediary, we issue research reports /research analysis etc. that are prepared by our Research Analysts.
We also affirm and undertake that no disciplinary action has been taken against us or our Analysts in connection with our business activities.

In compliance with the above mentioned SEBI Regulations, the following additional disclosures are also provided which may be considered by the reader before making an investment decision:

1. Disclosures regarding Ownership:

Geojit confirms that:

It/its associates have no financial interest or any other material conflict in relation to the subject company (ies) covered herein, at the time of publication of the research report

It/its associates have no actual beneficial ownership of 1% or more in relation to the subject company (ies) covered herein. at the end of the month immediately preceding the date of publication of the
research report.

Further, the Analyst confirms that:(i) He, his associates and his relatives have no financial interest in the subject company (ies) covered herein, and they have no other material conflict in the subject compa-
ny, at the time of publication of the research report (ii) He, his associates and his relatives have no actual/beneficial ownership of 1% or more in the subject company covered, at the end of the month imme-
diately preceding the date of publication of the research report

2. Disclosures regarding Compensation:

During the past 12 months, Geojit or its Associates:

(a) Have not received any compensation from the subject company; (b) Have not managed or co-managed public offering of securities for the subject company (c) Have not received any compensation for
investment banking or merchant banking or brokerage services from the subject company. (d) Have not received any compensation for products or services other than investment banking or merchant
banking or brokerage services from the subject company (e) Have not received any compensation or other benefits from the subject company or third party in connection with the research report (f) The
subject company is / was not a client during twelve months preceding the date of distribution of the research report.

3. Disclosure by Geojit regarding the compensation paid to its Research Analyst:

Geojit hereby confirms that no part of the compensation paid to the persons employed by it as Research Analysts is based on any specific brokerage services or transactions pertaining to trading in securities
of companies contained in the Research Reports.

4. Disclosure regarding the Research Analyst’s connection with the subject company:

It is affirmed that I, Antu Eapan Thomas, Research Analyst (s) of Geojit have not served as an officer, director or employee of the subject company ANTU EAPAN
5. Disclosure regarding Market Making activity: THOMAS
Neither Geojit/its Analysts have engaged in market making activities for the subject company.

6. “Registration granted by SEBI, membership of BASL (in case of IAs) and certification from NISM in no way guarantee performance of the intermediary or provide any assurance of returns
to investors.”

7. Standard Warning: “Investment in securities market are subject to market risks. Read all the related documents carefully before

investing.”

Please ensure that you have read the “Risk Disclosure Documents for Capital Market and Derivatives Segments” as prescribed by the Securities and Exchange Board of India before investing.

Geojit Financial Services Ltd. Registered Office: 34/659-P, Civil Line Road, Padivattom, Kochi-682024, Kerala, India. Phone: +91 484-2901000, Website: www.geojit.com. For investor queries: customer-

care@geo;ltcom Compliance officer: Ms. Indu K. Address: Geojit Financial Services Limited, 34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901367; Email: compli-
Mr Nitin K; Address: Geojit Financial Services Limited,34/659 P, Civil Lane Road, Padivattom, Kochi - 682024; Phone: +91 484-2901363; Email: griev-

. Eor grievances: Grievance Officer:
ances@geojit.com. Corporate Identity Number: L67120KL1994PLC008403, SEBI Stock Broker Registration No INZ000104737, Research Entity SEBI Reg No: INH200000345, Investment Adviser SEBI Reg
No: INA200002817, Portfolio Manager: INP000003203, Depository Participant: IN-DP-325-2017, ARN Regn.Nos:0098, IRDA Corporate Agent (Composite) No.: CA0226.

Digitally signed by ANTU EAPAN
THOMAS

Date: 2024.08.08 11:20:21 +05'30"
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