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 Figure 1. Recent Bids 
Roads Length 

(Km) 
Date of Bids 

recd 
 Project 

Cost (Rs 
mn)  

(Grant)/ 
Premium 
expected 

(Rs mn) 

Annual 
Premium per 

Year  of 
winning bid (Rs 

mn) 

Gain in NPV 
discounted 

@12% 

Winning Companie

Kota-Jhalwar 88.09 22-Mar-11 5,300 (2,280) 35 2,520 Keti Const. 
Nagpur - Wainganga 43.50 18-Apr-11 4,842 (1,060) 274 3,220 JMC Projects  
Barwa-Adda-Panagarh 122.88 8-Mar-11 16,650 55 1,060 8,040 DSC Ltd 
Dhankuni- Kharagpur 111.40 25-Feb-11 13,962 339 1,261 7,216 Ashoka Buildcon 
Beawar - Pali-Pindwara 244.12 18-Mar-11 23,380 240 2,510 18,161 L&T 
Ahmedabad- Vadodra 102.30 22-Mar-11 21,254 55 3,096 24,328 IRB Infra 

     8,235 63,485   

Source: NHAI 
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India Roads 
 Volumes Up....Returns Down 
 

 Aggressive targets - road project awards to be up >50% in FY12E – NHAI ordered 
~5,083kms in FY11 and has a target of awarding ~8,000kms in FY12 (a jump of 57% 
YoY). Over and above this target, NHAI also plans to award additional 1,000kms of 
road projects in FY12. Our discussion with NHAI suggests that of this, ~7,300 kms of 
road orders should easily be achievable. While this seems aggressive given the past 
track record, recent momentum indicates a fair chance of achieving these targets.  

 Sharp spurt in recent in road award activity-  The ordering pipeline seems to be 
more tilted towards the first half of FY12E – 5,300 kms/ ~67% of the projects are 
planned to be given out by September 2011. There has been a recent spurt in road 
projects being awarded by NHAI. GMR won India’s largest road project (555km), worth 
Rs54bn. GVK also won a Rs28bn contract in Madhya Pradesh.  

 But competition is getting worse – NHAI undertook annual prequalification and 
specified as to the maximum project size a company can bid for (for one project). 
Around 98 companies have been shortlisted for the small-sized projects. This is evident 
in the large number of shortlisted bidders for smaller projects. IRB recently highlighted 
the acute competition in the Rs5-15bn project-cost segment.  

 Leading to aggressive bidding – Almost all players in the road sector have been 
talking of aggressive bidding but the industry is showing no signs of consolidation. As 
per NHAI, the authority will have a gain in NPV (premiums escalated by 5% over 20 
years) from recent bids to the tune of Rs64bn. 

 Returns to trend structurally lower - We believe that returns on the road sector will 
structurally trend lower if the situation continues for a while. Aggressive bidding, 
coupled with high costs as well as interest rates, leave very little room for error on 
traffic estimation (which would be very optimistic to begin with to justify premiums 
offered). 
 

 

See Appendix A-1 for Analyst Certification, Important Disclosures and non-US research analyst disclosures. 
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Figure 2. NHAI orders and completed road length  
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Source: NHAI, Citi Investment Research and Analysis 

 

Figure 3. NHAI has lined up 59 projects for bidding in FY12 
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Source: NHAI, Citi Investment Research and Analysis 

 

 

 

 

 

 Ordering to pick up sharply up – +57% YoY 

NHAI ordered ~5,083kms in FY11 and has 

a target of awarding ~8,000kms in FY12 

(a jump of 57% YoY. Over and above this 

target NHAI also plans to award an 

additional 1,000kms of road projects in 

FY12.  

Our discussion with NHAI suggests that 

of this ~7,300 kms of road orders should 

easily be achievable.  

The ordering pipeline seems to be more 

tilted towards the first half of FY12E – 

5,300 kms/ ~67% of the projects are 

planned to be given out by September 

2011. 
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Figure 4. Planned NHAI project awards in FY12 – Break-up by NHDP Phase 
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Figure 5. NHAI Project Pipeline – Cost/km (Rs mn) 
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~45% of the planned projects are the 

NHDP – Phase IV phase. This phase 

entails upgrading of 20,000 km of 

highways into two-lane highways. 

….which probably explains why the cost 

per km of road projects to be given out in 

August and October 2011 is lower 
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Figure 6. NHAI – Results of Annual Pre-Qualification. 
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Figure 7. NHAI Road bids in 2011 – Competition heating up 
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Source: NHAI, Citi Investment Research and Analysis 

 

 

 

 

 

NHAI undertook annual prequalification 

and specified as to the maximum project 

size a company can bid for (for one 

project). The analysis of the 98 

companies that have pre-qualified 

indicates that a number of companies 

have got prequalified for smaller 

projects… 

…..which is evident in the number of 

shortlisted bidders for smaller projects. 

IRB recently highlighted the acute 

competition in the Rs5-15bn project-cost 

segment.  
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Figure 8. Road projects awarded on Grant to be received from NHAI 

Road Section Length 
(Km) 

Estimated Cost 
(Rs mn)

Negative Grant 
(Rs mn) 

as a % of project cost 

Delhi- Gurgaon 28 7100 610 9% 
Rajkot Bypass- Jetpur 36 3880 590 15% 
Panipat Elevated Highways 10 2700 960 36% 
Salem- Karur 42 2530 460 18% 
Krishnagiri - Thopurghat 62 3720 1400 38% 
Tindivanam - Ulundurpet 71 4800 1520 32% 
Thirssur - Angamali 40 3120 840 27% 
Jalandhar - Amritsar 49 2630 70 3% 
Ambala - Zirakpur 36 2980 1060 36% 
Dhule- Pimalgaon 118 5560 590 11% 
Vadodra - Bharuch 83 6660 4710 71% 
Bharuch - Surat 65 4920 5040 102%  

Source: NHAI  

 

Figure 9. Road projects awarded on revenue share to be given to NHAI  

Road Section Length (km) Estimated Cost (Rs mn) Revenue share % 
Surat - Dahisar  239 26000 38% 
Gurgaon- Jaipur 225 19000 48% 
Panipat- Jalandhar  291 22000 20% 
Chennai - Tada 42 3170 17% 
Vijaywada - Chilkaluripet 85 11730 2% 
Krishnagiri- Walajhapet 148 12500 7%  

Source: NHAI 

 

Figure 10. Road projects awarded on revenue share to be given to NHAI (1st year amount to be 
escalated by 5% every year) 

Road Section Length Estimated Cost Premium 
Chengapalli - Coibatore Bypass 55 8530                  360.00  
Indore- Jabua 155 11750                  230.00  
Hyderabad- Yadgiri  36 3880                  120.00  
Godhara- to MP/ Guj border 87 7860                    80.00  
Panipat-Rohtak 81 8070                  450.00  
Kandla - Mundra port  71 9540                  420.00  
Rohtak- Bawal 83 6500                  120.00  
Deoli- Kota 83 5930                  490.00  
Sambalpur-Baragarh-Chattisgarh 88 9090                    10.00  
Belagaum- Khanpur  82 3590                    20.00  
Jetpur-Somnath  123 8280                  230.00  
Pune - Satara  140 17250                  910.00  
Samaikhiali-Gandhidham 56 8050                  580.00  
Indore-Dewas 45 3250                  240.00  
Belgaum-Dharwad  80 4800                  310.00  
Chitradurga- Tumkur Bypass 114 8390                  140.00  
Hosur-Krishnagiri  60 5350                  670.00  
Panvel - Indapur 84 9430                  340.00  
Luchiyana-Talwandi 78 4790                    10.00  
Dhankuni- Karagpur 111 13960               1,260.00  
Kota-Jhalwar  88 5300                    40.00  
Ahmedabad- Vadodra 102 21250               3,100.00  
Barwa-Adda-Panagarh 123 16650               1,060.00   

Source: NHAI 

 

Projects are awarded on the basis of 

lowest grant demanded or highest 

revenue share offered to NHAI 

Some of the projects that have been won 

recently have very high revenue 

shares…raising questions to the viability 

of the projects as well as the IRRs. 

NHAI has stopped awarding projects on 

% revenue share offered – have now 

moved to absolute premium offered. 
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Figure 11. Recent Bids 

Roads Length 
(Km) 

Date of 
Bids recd 

 Project 
Cost 

(Rs mn)  

(Grant)/ 
Premium 
expected 

(Rs mn) 

Annual 
Premium 
per Year 
(Rs mn) 

Gain in NPV 
discounted 

@12% 

Winning 
Companies  

Kota-Jhalwar 88.09 22-Mar-11 5,300 (2,280) 35 2,520 Keti Constructions 
Nagpur - Wainganga 43.50 18-Apr-11 4,842 (1,060) 274 3,220 JMC Projects India 

Ltd 
Barwa-Adda-Panagarh 122.88 8-Mar-11 16,650 55 1,060 8,040 DSC Ltd 
Dhankuni- Kharagpur 111.40 25-Feb-11 13,962 339 1,261 7,216 Ashoka Buildcon 
Beawar - Pali-Pindwara 244.12 18-Mar-11 23,380 240 2,510 18,161 L&T 
Ahmedabad- Vadodra 102.30 22-Mar-11 21,254 55 3,096 24,328 IRB Infrastructure 

Developers 
     8,235 63,485   

Source: NHAI 

 
 

Which obviously benefits the 

government ...the government gained 

Rs64bn as NPV gain due to these 

aggressive bids.  
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Figure 12. NHDP Phases 

Phase Length (Km) Key Projects 
1       7,522  98% Completed 
       5,846  Golden Quadrilateral 
         981  North South East West Corridor 
         380  Port Connectivity to Major Ports 
         315  Other National Highways 
2       6,887  50% Completed 
       6,391  North South East West Corridor 
         496  Other National Highways 
3     12,109  4-Laning of Highways - Work in Progress 
       4,815  Phase III A - Work in progress (~50%) 
       7,294  Phase III B - Received Cabinet Approval 
4 14,799  Union Cabinet approved 
       4,000  Phase IV A - Toll 
       1,000  Phase IV A - Annuity 
 9,799 Phase IV B - Feasibility studies in progress 
5       6,500  6-Laning of GQ and priority NSEW Corridors 
6       1,000  Construction of Expressways 
7 7,00 Construction of ring roads, flyovers, etc  

Source: NHAI, Citi Investment Research and Analysis 

 
 
 
 

Figure 13. Golden Quadrilateral – Progress of Implementation  Figure 14. NSEW – Progress of Implementation 
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Source: NHAI, Citi Investment Research and Analysis  Source: NHAI, Citi Investment Research and Analysis 

 
 

NHDP – Phase-wise implementation 
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Figure 15. Port Connectivity – Progress of Implementation  Figure 16. Other Projects – Progress of Implementation 
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Source: NHAI, Citi Investment Research and Analysis  Source: NHAI, Citi Investment Research and Analysis 

 
 
 
 

Figure 17. NHDP Phase III – Progress of Implementation  Figure 18. NHDP Phase IV – Progress of Implementation 
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Source: NHAI, Citi Investment Research and Analysis  Source: NHAI, Citi Investment Research and Analysis 
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Figure 19. NHDP Phase V – Progress of Implementation  Figure 20. NHDP Phase VI – Progress of Implementation 
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Figure 21. NHDP Phase VII – Progress of Implementation 
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Superintendencia de Valores y Seguros. Agustinas 975, piso 2, Santiago, Chile. The Product is made available in France by Citigroup Global Markets 
Limited, which is authorised and regulated by Financial Services Authority.  1-5 Rue Paul Cézanne, 8ème, Paris, France.  The Product is distributed in 
Germany by Citigroup Global Markets Deutschland AG ("CGMD"), which is regulated by Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin). CGMD, 
Reuterweg 16, 60323 Frankfurt am Main. If the Product is made available in Hong Kong by, or on behalf of, Citigroup Global Markets Asia Ltd., it is 
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attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  Citigroup Global Markets Asia Ltd. is 
regulated by Hong Kong Securities and Futures Commission.  If the Product is made available in Hong Kong by The Citigroup Private Bank to its clients, it is 
attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  The Citigroup Private Bank and Citibank N.A. is regulated by the 
Hong Kong Monetary Authority.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities 
and Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia through PT Citigroup Securities 
Indonesia.  5/F, Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof may be distributed 
in Indonesia or to any Indonesian citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws 
and regulations. This Product is not an offer of securities in Indonesia. The securities referred to in this Product have not been registered with the Capital 
Market and Financial Institutions Supervisory Agency (BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or 
sold within the territory of the Republic of Indonesia or to Indonesian citizens through a public offering or in circumstances which constitute an offer within the 
meaning of the Indonesian capital market laws and regulations.  The Product is made available in Israel through Citibank NA, regulated by the Bank of Israel 
and the Israeli Securities Authority. Citibank, N.A, Platinum Building, 21 Ha'arba'ah St, Tel Aviv, Israel.   The Product is made available in Italy by Citigroup 
Global Markets Limited, which is authorised and regulated by Financial Services Authority.  Foro Buonaparte 16, Milan, 20121, Italy.  The Product is made 
available in Japan by Citigroup Global Markets Japan Inc. ("CGMJ"), which is regulated by Financial Services Agency, Securities and Exchange 
Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange.  Shin-Marunouchi Building, 1-5-1 
Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan. If the Product was distributed by SMBC Nikko Securities Inc. it is being so distributed under license.  In the 
event that an error is found in an CGMJ research report, a revised version will be posted on the Firm's Global Equities Online (GEO) website.  If you have 
questions regarding GEO, please call (81 3) 6270-3019 for help.   The Product is made available in Korea by Citigroup Global Markets Korea Securities 
Ltd., which is regulated by the Financial Services Commission, the Financial Supervisory Service and the Korea Financial Investment Association (KOFIA). 
Citibank Building, 39 Da-dong, Jung-gu, Seoul 110-180, Korea.   KOFIA makes available registration information of research analysts on its website.  Please 
visit the following website if you wish to find KOFIA registration information on research analysts of Citigroup Global Markets Korea Securities Ltd.  
http://dis.kofia.or.kr/fs/dis2/fundMgr/DISFundMgrAnalystPop.jsp?companyCd2=A03030&pageDiv=02.  The Product is made available in Malaysia by 
Citigroup Global Markets Malaysia Sdn Bhd, which is regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 
50450.  The Product is made available in Mexico by Acciones y Valores Banamex, S.A. De C. V., Casa de Bolsa, Integrante del Grupo Financiero Banamex 
("Accival") which is a wholly owned subsidiary of Citigroup Inc. and is regulated by Comision Nacional Bancaria y de Valores. Reforma 398, Col. Juarez, 
06600 Mexico, D.F.  In New Zealand the Product is made available through Citigroup Global Markets New Zealand Ltd. (Company Number 604457), a 
Participant of the New Zealand Exchange Limited and regulated by the New Zealand Securities Commission.  Level 19, Mobile on the Park, 157 Lambton 
Quay, Wellington.  The Product is made available in Pakistan by Citibank N.A. Pakistan branch, which is regulated by the State Bank of Pakistan and 
Securities Exchange Commission, Pakistan. AWT Plaza, 1.1. Chundrigar Road, P.O. Box 4889, Karachi-74200.  The Product is made available in the 
Philippines through Citicorp Financial Services and Insurance Brokerage Philippines, Inc., which is regulated by the Philippines Securities and Exchange 
Commission. 20th Floor Citibank Square Bldg. The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an indirect subsidiary of 
Citigroup Inc., which is regulated by Komisja Nadzoru Finansowego.  Dom Maklerski Banku Handlowego S.A. ul.Senatorska 16, 00-923 Warszawa.  The 
Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in 
accordance with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license 
issued by the Federal Service for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the 
securities mentioned in this report within the territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an 
appraisal within the meaning of the Federal Law of the Russian Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian 
Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made available in Singapore through Citigroup Global Markets Singapore Pte. Ltd., a 
Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore.  1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192.  
The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore branch, a licensed bank in Singapore that is 
regulated by Monetary Authority of Singapore. This report is distributed in Singapore by Citibank Singapore Ltd ("CSL") to selected Citigold/Citigold Private 
Clients. CSL provides no independent research or analysis of the substance or in preparation of this report. Please contact your Citigold//Citigold Private 
Client Relationship Manager in CSL if you have any queries on or any matters arising from or in connection with this report.   Citigroup Global Markets (Pty) 
Ltd. is incorporated in the Republic of South Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 
2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial 
Services Board.  The investments and services contained herein are not available to private customers in South Africa.  The Product is made available in 
Spain by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  29 Jose Ortega Y Gassef, 4th Floor, Madrid, 
28006, Spain.  The Product is made available in Taiwan through Citigroup Global Markets Taiwan Securities Company Ltd., which is regulated by Securities 
& Futures Bureau. No portion of the report may be reproduced or quoted in Taiwan by the press or any other person. 14 and 15F, No. 1, Songzhi Road, 
Taipei 110, Taiwan. If the Product is related to non-Taiwan listed securities, neither the Product nor any information contained in the Product shall be 
considered as advertising the securities or making recommendation of the securities.  The Product is made available in Thailand through Citicorp Securities 
(Thailand) Ltd., which is regulated by the Securities and Exchange Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, 
Bangkok 10500, Thailand.  The Product is made available in Turkey through Citibank AS which is regulated by Capital Markets Board.  Tekfen Tower, Eski 
Buyukdere Caddesi # 209 Kat 2B, 23294 Levent, Istanbul, Turkey.  In the U.A.E, these materials (the "Materials") are communicated by Citigroup Global 
Markets Limited, DIFC branch ("CGML"), an entity registered in the Dubai International Financial Center ("DIFC") and licensed and regulated by the Dubai 
Financial Services Authority ("DFSA") to Professional Clients and Market Counterparties only and should not be relied upon or distributed to Retail Clients. A 
distribution of the different CIRA ratings distribution, in percentage terms for Investments in each sector covered is made available on request.  Financial 
products and/or services to which the Materials relate will only be made available to Professional Clients and Market Counterparties.  The Product is made 
available in United Kingdom by Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may 
relate to investments or services of a person outside of the UK or to other matters which are not regulated by the FSA and further details as to where this 
may be the case are available upon request in respect of this material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is 
made available in United States by Citigroup Global Markets Inc, which is a member of FINRA and registered with the US Securities and Exchange 
Commission. 388 Greenwich Street, New York, NY 10013.   Unless specified to the contrary, within EU Member States, the Product is made available by 
Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  
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Pursuant to Comissão de Valores Mobiliários Rule 483, Citi is required to disclose whether a Citi related company or business has a commercial relationship 
with the subject company. Considering that Citi operates multiple businesses in more than 100 countries around the world, it is likely that Citi has a 
commercial relationship with the subject company.  
Many European regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as a result of 
publication or distribution of investment research. The policy applicable to CIRA's Products can be found at www.citigroupgeo.com.   
Compensation of equity research analysts is determined by equity research management and Citigroup's senior management and is not linked to specific 
transactions or recommendations.   
The Product may have been distributed simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to 
be construed as providing investment services in any jurisdiction where the provision of such services would not be permitted.  
Subject to the nature and contents of the Product, the investments described therein are subject to fluctuations in price and/or value and investors may get 
back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value that could equal or exceed the amount 
invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and basis of taxation may be subject 
to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific market or other 
risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, 
consider the appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the 
client's responsibility to obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 
CIRA concurrently disseminates its research via proprietary and non-proprietary electronic distribution platforms. Periodically, individual analysts may also 
opt to circulate research to one or more clients by email. Such email distribution is discretionary and is done only after the research has been disseminated 
via the aforementioned distribution channels. 

© 2011 Citigroup Global Markets Inc. Citi Investment Research & Analysis is a division of Citigroup Global Markets Inc. Citi and Citi with Arc Design are 
trademarks and service marks of Citigroup Inc. and its affiliates and are used and registered throughout the world. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure of this report (the “Product”), including, but not limited to, redistribution of the Product by electronic mail, posting of 
the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and will result in prosecution. The information 
contained in the Product is intended solely for the recipient and may not be further distributed by the recipient to any third party. Where included in this 
report, MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without prior written permission of MSCI, this 
information and any other MSCI intellectual property may not be reproduced, redisseminated or used to create any financial products, including any indices. 
This information is provided on an "as is" basis. The user assumes the entire risk of any use made of this information. MSCI, its affiliates and any third party 
involved in, or related to, computing or compiling the information hereby expressly disclaim all warranties of originality, accuracy, completeness, 
merchantability or fitness for a particular purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of 
its affiliates or any third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 
Stanley Capital International and the MSCI indexes are services marks of MSCI and its affiliates. The Firm accepts no liability whatsoever for the actions of 
third parties. The Product may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the Product refers to website 
material of the Firm, the Firm has not reviewed the linked site. Equally, except to the extent to which the Product refers to website material of the Firm, the 
Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the data and information contained therein. Such address or 
hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your convenience and information and the content of the 
linked site does not in anyway form part of this document. Accessing such website or following such link through the Product or the website of the Firm shall 
be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 
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