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Event: Raised US$105m through GDR (plus
greenshoe option of US$15m)
Nagarjuna Construction Company (NCC) has raised
US$105m (Rs4.8b) through a GDR issue at US$5.11 per
GDR (Rs233 per share). The company has also granted
greenshoe option to lead managers amounting to US$15m.
The issue (US$105m) has led to equity dilution of 25.9%,
resulting in post issue equity capital of Rs200m vs pre issue
capital of Rs159m.

Dilution to result in lower EPS
The funds raised are intended to be utilized for funding the
BOT projects and capex. In the interim period, we assume
a pre tax interest rate of 7% (10 year G Sec bond 7.1%) on
the surplus cash balance, resulting in earning upgrades. On
the expanded equity capital, we calculate FY06 EPS at
Rs11.5 (down 15.5%), FY07 at Rs20.1 (down 6.7%) and
FY08 at Rs27.5 (down 10.0%).

EARNINGS AND EPS REVISION SUMMARY

NET PROFIT (RS M) EPS (RS/SHARE)

CURR. PREV. % CH. CURR. PREV. % CH.

FY05 595 595 0.0  7.5  7.5 0.0
FY06  1,150  1,081 6.4  11.5  13.6 -15.5
FY07  2,007  1,710 17.4  20.1  21.5 -6.7
FY08  2,754  2,436 13.1  27.5  30.6 -10.0

Source: Company/Motilal Oswal Securities

Effective fund utilization could lead to earning
upgrades
Going forward, reinvestment of funds into core business
will enable the company to earn a much higher ROE than
the assumed 7% interest rate on surplus cash balance.
During March 06, we expect ROE from core business at
29.5%. Thus, the reinvestment in core business over a
period of time will lead to further earnings upgrades.

Fund raising will facilitate significant ramp up in
order book over medium term
Post fund raising, NCC is amongst the very select few
construction companies in India with net worth of US$200m
(Mar 06). Increased size will enable the company to pre-
qualify for bidding for bigger ticket size projects and also
build a BOT portfolio. Thus, we expect a significant ramp
up in the order book of the company over the medium term.
We note that over the past 4 quarters (Dec 04 till Sept 05),
NCC has already witnessed a 91% increase up in order
book to Rs52b.

COMPARATIVE NET WORTH (US$M)

Larsen and Toubro  995.7
Jaiprakash Associates  491.2
Punj Lloyd  267.9
Nagarjuna Construction  197.2
IVRCL  106.9
Hindustan Construction  102.8
Gammon@  100.9
‘@ Gammon: FY05 = 9 months ending Dec’ 04, CY05 = FY06

Y EA R NET SALES PA T EPS EPS P/ E P/ BV R OE R OC E EV / EV /

EN D ( R S M ) ( R S M ) ( RS) GR OW T H ( %) ( X ) ( X ) ( %) ( %) SA LES EB IT D A

3/05A 11,885 595 7.5     35.4 31.1   5.7 24.5 18.5 1.7 21.8

3/06E 18,560 1,150 11.5   53.6 20.2   2.6 18.9 17.8 1.1 12.5

3/07E 27,900 2,007 20.1   74.5 11.6   2.2 20.6 19.5 0.8 8.5

Equity Shares (m) 100.1

52-Week Range 262/74

1,6,12 Rel. Perf. (%) -13/14/155

M.Cap. (Rs b) 23.3

M.Cap. (US$ b) 0.5
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TREND IN ORDER BOOK (RS M)

 DEC-04 MAR-05 JUN-05 SEP-05 INCREASE 

(SEPT 05

-DEC 04)

Gammon 37,467 N.A. N.A. 52,000 38.8
Hindustan Const. 42,450 53,810 53,010 78,950 86.0
IVRCL** 25,454 39,059 40,000 46,000 80.7
Jaiprak. Assoc.* 80,000 73,000 67,000 90,000 12.5
Larsen &Toubro* 164,340 177,070 178,140 193,010 17.4
Nagarjuna Const. 27,000 35,920 48,720 51,621 91.2
* L&T and Jaiprakash: Engineering and Construction business,
 ** excl BOT projects  

Valuations continue to be attractive
At the CMP of Rs233, NCC quotes at a PER of 11.6x
FY07 (10.3x FY07 adjusted for the value of BOT projects
and subsidiaries). We maintain Buy with a price target of
Rs305/share, based on Sum of Parts methodology.
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R AT IOS

Y / E M A RC H 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7E 2 0 0 8 E

B asic  (R s)

A djusted EP S 5.5 7.5 11.5 20.1 27.5

Growth (%) 41.6 35.4 53.6 74.5 37.2

Cash EPS 7.1 8.9 13.3 22.3 30.5

Book Value 28.4 40.5 89.2 105.8 128.8

DPS 0.8 1.2 2.0 3.0 4.0

Payout (incl. Div. Tax.) 16.3 18.8 19.8 17.0 16.6

Valuat io n

P/E (standalone) 42.1 31.1 20.2 11.6 8.4

Cash P/E 32.7 26.3 17.5 10.4 7.6

EV/EBITDA 33.0 21.8 12.5 8.5 6.0

EV/Sales 2.6 1.7 1.1 0.8 0.6

Price/Book Value 8.2 5.7 2.6 2.2 1.8

Dividend Yield (%) 0.3 0.5 0.9 1.3 1.7

P ro fitability R at io s (%)

RoE 23.4 24.5 18.9 20.6 23.5

RoCE 20.2 18.5 17.8 19.5 22.0

T urno ver R at io s

Debtors (Days) 41 59 45 45 45

Inventory (Days) 49 47 50 50 50

Creditors. (Days) 72 76 70 70 70

Asset Turnover (x) 2.8 2.6 2.0 2.0 2.3

Leverage R at io

Debt/Equity (x) 0.9 0.8 0.4 0.5 0.4

C ASH FLOW  STA T EM EN T ( R s M il l io n)

Y / E M A RC H 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7E 2 0 0 8 E

PBT before Extraordinary Items 404 700 1,438 2,448 3,359

Add : Depreciation 91 109 179 226 293

            Interest 134 147 222 297 354

Less : Direct Taxes Paid 88 127 288 441 605

(Inc)/Dec in WC -646 -1,376 -989 -1,568 -1,277

C F  fro m Operat io ns -105 -547 563 962 2,124

(Inc)/Dec in FA -176 -287 -1,000 -700 -1,000

(Pur)/Sale of Investments 1 -458 -650 0 0

C F  fro m Investments -176 -745 -1,650 -700 -1,000

(Inc)/Dec in Networth 291 1,154 4,782 0 0

(Inc)/Dec in Debt 533 1,108 1,057 1,062 569

Less : Interest Paid 134 147 222 297 354

           Dividend Paid 52 108 228 342 456

C F  fro m F in. A ct ivity 639 2,007 5,388 424 -241

Inc/ D ec o f  C ash 358 715 4,300 686 883

Add: Beginning Balance 299 657 1,372 5,673 6,358

C lo sing B alance 657 1,372 5,673 6,358 7,241

INC OM E STA TEM ENT ( R s M il l io n)

Y / E M A RC H 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7E 2 0 0 8 E

N et  Sales 7,582 11,885 18,560 27,900 38,539

    Change (%) 67.1 56.8 56.2 50.3 38.1

Construction expenses 6,606 10,407 15,984 24,300 33,711

Staff Cost 200 309 619 774 967

Office and site establishment exp 188 262 246 272 303

EB IT D A 588 907 1,711 2,554 3,558

    % of Net Sales 7.7 7.6 9.2 9.2 9.2

Depreciation 91 109 179 226 293

Interest 134 147 222 297 354

Other Income 41 49 129 416 448

P B T 404 700 1,438 2,448 3,359

Tax 88 127 288 441 605

    Rate (%) 21.8 18.2 20.0 18.0 18.0

R epo rted P A T 316 573 1,150 2,007 2,754

Extra-ordinary expenses 1 22 0 0 0

A djusted P A T 316 595 1,150 2,007 2,754

    Change (%) 71.5 88.0 93.4 74.5 37.2

B ALAN C E SHEET ( R s M il l io n)

Y / E M A RC H 2 0 0 4 2 0 0 5 2 0 0 6 E 2 0 0 7E 2 0 0 8 E

Share Capital 115 159 200 200 200

Reserves 1,507 3,087 8,758 10,423 12,722

N et Wo rth 1,621 3,255 8,959 10,623 12,922

Loans 1,540 2,648 3,705 4,767 5,336

Deffered Tax Liability 43 66 66 66 66

C apita l Emplo yed 3,205 5,969 12,730 15,457 18,324

Gross Fixed Assets 1,414 1,665 2,674 3,374 4,374

Less: Depreciation 507 576 756 982 1,275

N et F ixed A ssets 907 1,089 1,919 2,393 3,100

Capital WIP 12 9 0 0 0

Investments 5 462 1,112 1,112 1,112

C urr. A ssets 4,306 7,462 13,811 17,749 21,811

Inventory 1,019 1,523 2,542 3,822 5,279

Debtors 843 1,916 2,288 3,440 4,751

Cash & Bank Balance 657 1,372 5,673 6,358 7,241

Loans & Advances 1,770 2,629 3,286 4,107 4,518

Other Current Assets 17 21 21 21 21

C urrent  Liab. & P ro v. 2,022 3,087 4,146 5,830 7,733

Creditors 1,312 2,160 3,065 4,660 6,465

Other Liabilities 519 621 714 785 864

Provisions 192 305 367 385 404

N et C urrent   A ssets  2,284 4,375 9,665 11,918 14,078

M isc. Expenses 3 34 34 34 34

A pplicat io n o f  F unds 3,211 5,969 12,730 15,457 18,324

E: M OSt Estimates
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This report is for the personal information of the authorized recipient and does not construe to be any investment, legal or taxation advice to you. Motilal Oswal
Securities Limited (hereinafter referred as MOSt) is not soliciting any action based upon it. This report is not for public distribution and has been furnished to you solely
for your information and should not be reproduced or redistributed to any other person in any form.

The report is based upon information that we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon such. MOSt or
any of its affiliates or employees shall not be in any way responsible for any loss or damage that may arise to any person from any inadvertent error in the
information contained in this report. MOSt or any of its affiliates or employees do not provide, at any time, any express or implied warranty of any kind, regarding
any matter pertaining to this report, including without limitation the implied warranties of merchantability, fitness for a particular purpose, and non-infringement. The
recipients of this report should rely on their own investigations.

MOSt and/or its affiliates and/or employees may have interests/ positions, financial or otherwise in the securities mentioned in this report. To enhance transparency,
MOSt has incorporated a Disclosure of Interest Statement in this document. This should, however, not be treated as endorsement of the views expressed in the report.

Disclosure of Interest Statement Nagarjuna Construction
1. Analyst ownership of the stock No
2. Group/Directors ownership of the stock No
3. Broking relationship with company covered No

MOSt is not engaged in providing investment-banking services.

This information is subject to change without any prior notice. MOSt reserves the right to make modifications and alternations to this statement as may be required
from time to time. Nevertheless, MOSt is committed to providing independent and transparent recommendations to its clients, and would be happy to provide
information in response to specific client queries.

For more copies or other information, contact
Institutional: Navin Agarwal.   Retail: Manish Shah, Mihir Kothari

Phone: (91-22) 39825500 Fax: (91-22) 22885038. E-mail: inquire@motilaloswal.com


