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Expiry of Atmanirbhar Bharat scheme-related benefits to elongate cash conversion
cycle for construction players: ICRA

e Aggressive competition amongst players will constrain margin recovery, despite healthy revenue growth
expectations in FY2025e
e Interest cover projected at around 3.6-3.9 times in FY2025e

ICRA expects the Indian construction entities to maintain healthy revenue growth in FY2025e with a projected YoY
growth of 12-15% in this fiscal, aided by an adequate order book position and the Government’s thrust on
infrastructure activity. The aggregate order book-to-sales ratio of ICRA's sample set of companies was 3.1x as of
June 2024, thereby indicating healthy revenue growth prospects over the medium term.

Giving more insights on this, Chintan Lakhani, Vice President and Sector Head - Corporate Ratings, ICRA, said:
“The fresh order inflows remained modest during Q1 FY2025, mainly due to the General Elections, akin to the
FY2020 election period. The order-awarding activity has picked up from Q2 FY2025 onwards; nevertheless, the order
inflows in FY2025 are likely to slightly trail those seen in FY2024e. Order inflows in the road segment have remained
muted during the last three-four quarters; however, in other segments like urban infrastructure, drinking water,
and sewage treatment projects, the inflows continue to remain healthy.”

ICRA noted that competition has increased across sub-segments like railways, roads, irrigation as well as urban
infrastructure in recent years. However, the road projects awarded by MoRTH/NHAI feel greater competitive
pressure, which is also reflected in a majority of the bids awarded at a sizeable discount compared to the authority’s
base price. Consequently, despite healthy revenue growth expectations and resultant operating leverage benefits,
operating margins are expected to remain flattish at around 11% + 25bps in FY2025e. ICRA maintains a Stable
outlook for the sector with steady growth in operating income, moderate leverage, and comfortable coverage
metrics.

“The Atmanirbhar Bharat scheme, introduced in June 2020, provided relief to contractors during the Covid-19
pandemic (in the form of monthly billing frequency, and lower bank guarantee requirements amongst others), which
eased the funding requirement. ICRA expects the cash conversion cycle to elongate in the current fiscal, post expiry
of Atmanirbhar Bharat scheme-related relaxations in March 2024. While debt levels are expected to increase to
support the higher working capital requirements, the corresponding operational leverage benefits are anticipated
to keep the interest cover at around 3.6-3.9 times in FY2025e,” Lakhani added.

~ Ends ~




ICRA

WWww.icra.in

Click here to access our previous press releases on the sector.

For further information, please contact:

Media Contacts:

Naznin Prodhani Shreya Bothra

Head — Group Corporate Communications & Media Manager - Corporate Communications & Media
Relations Relations

ICRA Ltd ICRA Ltd

Tel: + (91 124) 4545300, Tel: + (91 022) 61693300,

Dir - 4545860 Dir - 61693367

Email: Email:

naznin.prodhani@icraindia.com shreya.bothra@icraindia.com

© Copyright, 2024 ICRA Limited. All Rights Reserved.
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reliable. Although reasonable care has been taken to ensure that the information herein is true, such information
is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data,
analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this
publication. All information contained herein must be construed solely as statements of opinion, and ICRA shall
not be liable for any losses incurred by users from any use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper /
magazine / agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution
of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and
portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial
services companies as an independent and professional investment Information and Credit Rating Agency. Today,
ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international
Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.
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