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1QFY2009 Result Update

BUY Performance Highlights

Price Rs96 B Net Sales up by mere 19%: Hindustan Construction Company (HCC), a
leading infrastructure player, delivered a disappointing performance for

Target Price Rs140 1QFY2009 registering a yoy Top-line growth of 19% to Rs866¢r (Rs729cr),

_ which was below our estimate of Rs913cr.

Investment Period 12 months

Stock Info B Better-than-expected Operating Margins: Higher share of high-Margin
Hydro Power projects and cost escalations helped the company to maintain

Sector Construction OPMs at 10.6% (10.8%) levels during the quarter as against our estimate of
9.7%. During the quarter, incremental costs were to the tune of Rs25cr and

Market Cap (Rs cr) 2,456 the company was able to pass on Rs20cr, which was better than our
expectation.

Beta 1.3

52 WK High / Low 279/ 68 B Strong Order Book: HCC has a strong and well-diversified order book of
Rs8,256c¢r (excluding the Rs1,940cr project, which is pending a High Court

Avg Daily Volume 779582 decision), which gives growth visibility. During the quarter, HCC received
Rs853cr worth of orders in the Transportation Segment. The Hydro-Power

Face Value (Rs) 1 and Irrigation Segments constitute 58% and Transportation 37% of the

BSE Sensex 14975 company’s total order book. Further, HCC is at L1 for orders worth

’ Rs4,924cr, which when confirmed will further boost its order book.
Nifty 4,312
B Net Profit exceeds expectations on account of Land Sale: HCC posted

BSE Code 500186 Net Profit of Rs31cr (Rs35cr) as against our estimate of Rs15cr, which was
primarily due to the land sale. For the quarter, the company recorded sale of

NSE Code HCC land of Rs61.9cr and booked losses to the tune of Rs50.6cr on the FCCB

Reuters Code HCNS.BO front. Excluding the Land sale profits, FCCB losses and Other Income gains

the company would have reported a Bottom-line of Rs18.8cr, which was
Bloomberg Code HCC IN above our expectations.

Shareholding Pattern (%)

Key Financials

Promoters 47.0 Y/E March (Rs cr) FY2007  FY2008 FY2009E  2010E
MF/Banks/Indian Fls 281 Net Sales 2,357.6 3,082.8 3,853.2  4,891.5
FIl/ NRIs/ OCBs 126 % chg 18.7 30.8 25.0 26.9
Indian Public 123 Net Profit 54.9 70.8 78.2 155.3
% chg (28.9) 29.0 10.4 98.7
Do, 1 oy EPS (Rs) 2.1 2.8 3.0 6.1
EBITDA Margin (%) 9.1 11.9 10.4 11.6
Sensex (%) (16.6) (9.1) 90.2
P/E (X) 44.8 34.8 31.5 15.8
HCC (%) (235) (315)  58.8
ROE (%) 6.1 7.2 6.8 12.2
Shailesh Kanani ROCE (%) 6.5 9.1 7.8 11.2
P/BV (x) 2.7 2.5 2.1 1.9
Tel: 022 — 4040 3800 Ext: 321
e-mail: shailesh.kanani@angeltrade.com EV/Sales (x) 14 15 10 0.8
EV/EBITDA (x) 15.0 12.4 9.7 6.9
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Key Developments

Restructure of business: HCC has set up three distinct business units at the corporate
level - HCC would be involved in the Construction business; the 100% subsidiary, HCC
Real Estate would take care of its Real Estate interests while HCC Infrastructure will be
the Infrastructure Developer for the company. Each of the verticals will leverage their skill
sets supported by shared services to develop their respective businesses. Through such
restructuring, HCC plans to enter the EPC business (HCC Infrastructure), which has
immense potential. Nonetheless, this restructuring is still at a nascent stage and we await
more developments and clarity. Hence, we have not factored in the same in our estimates.

Outlook and Valuation

There is general consensus that inadequate infrastructure has been a drag on the Indian
economy and has hampered growth by 1-2%. Hence, taking care of the same, the
Eleventh Five-Year Plan has allocated investments for infrastructure to the tune of US
$494bn. We believe such initiatives by the government will ensure growth for the Indian
infrastructure companies in the years to come. In the Road segment, NHAI has estimated
Rs2.45lakh crore to be invested for the balance work under NHDP schemes upto 2015.
“India Infrastructure Finance Company (IIFCL)” set up for financing infrastructure projects
of Indian companies has received the RBI nod to lend US $5bn from the Forex reserves,
which would provide a boost to the Sector as a whole. Exclusive India Infrastructure Funds
set up by the Blackstone Group and Citigroup with IDFC received US $519mn out of the
total US $5bn from IDFC. Many more Infra funds with an investment outlay of more than
US $10bn are also in the process of being set up by global giants including GE Capital,
which are required for funding the infrastructure needs of the economy. We expect HCC to
be a key beneficiary of this trend.

As per the SOTP methodology, we have arrived at a Target Price of Rs140 for HCC. We

have assigned a multiple of 12x FY2010E EPS of Rs6.1 and valued its Real Estate
business at Rs68. We maintain a Buy on the stock, with an upside of 46%.

Exhibit 2: 1QFY2009 Performance

Y/E March (Rs cr) 1QFY2009 1QFY2008 % chg FY2008 FY2007 % chg
Net Sales 865.9 729.0 18.8 3,082.8 2,357.6 30.8
Total Expenditure 774.4 650.6 19.0 2,716.2 2,142.4 26.8
Operating Profit 91.5 78.5 16.6 366.6 215.3 70.3
OPM (%) 10.6 10.8 - 11.9 9.1 -
Interest 39.1 32.2 21.3 152.4 62.0 145.9
Depreciation 253 22.8 11.0 96.2 79.7 20.8
Non Operating Income 12.8 32.1 (60.0) 38.0 443 (14.2)
Non Recurring items 0.0 0.0 0.0 0.0

Profit Before Tax 40.0 55.6 (28.0) 156.0 117.9 32.3
Tax 8.4 20.6 (59.4) 47.2 39.0 21.1
Reported Profit After Tax 31.6 35.0 (9.6) 108.8 78.9 37.9
PAT (%) 3.7 4.8 - 3.5 3.3 -
Reported EPS (Rs) 1.2 1.4 (9.6) 4.2 3.1 37.9
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DISCLAIMER: This document is not for public distribution and has been furnished to you solely for your information and must not be reproduced or redistributed to any other person. Persons into whose
possession this document may come are required to observe these restrictions.

Opinion expressed is our current opinion as of the date appearing on this material only. While we endeavor to update on a reasonable basis the information discussed in this material, there may be
regulatory, compliance, or other reasons that prevent us from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to
change without notice. Our proprietary trading and investment businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

The information in this document has been printed on the basis of publicly available information, internal data and other reliable sources believed to be true and are for general guidance only. While every
effort is made to ensure the accuracy and completeness of information contained, the company takes no guarantee and assumes no liability for any errors or omissions of the information. No one can use
the information as the basis for any claim, demand or cause of action.

Recipients of this material should rely on their own investigations and take their own professional advice. Each recipient of this document should make such investigations as it deems necessary to arrive
at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult their own advisors to determine the
merits and risks of such an investment. Price and value of the investments referred to in this material may go up or down. Past performance is not a guide for future performance. Certain transactions -
futures, options and other derivatives as well as non-investment grade securities - involve substantial risks and are not suitable for all investors. Reports based on technical analysis centers on studying
charts of a stock's price movement and trading volume, as opposed to focusing on a company's fundamentals and as such, may not match with a report on a company's fundamentals.

We do not undertake to advise you as to any change of our views expressed in this document. While we would endeavor to update the information herein on a reasonable basis, Angel Broking, its
subsidiaries and associated companies, their directors and employees are under no obligation to update or keep the information current. Also there may be regulatory, compliance, or other reasons that
may prevent Angel Broking and affiliates from doing so. Prospective investors and others are cautioned that any forward-looking statements are not predictions and may be subject to change without
notice.

Angel Broking Limited and affiliates, including the analyst who has issued this report, may, on the date of this report, and from time to time, have long or short positions in, and buy or sell the securities of
the companies mentioned herein or engage in any other transaction involving such securities and earn brokerage or compensation or act as advisor or have other potential conflict of interest with respect
to company/ies mentioned herein or inconsistent with any recommendation and related information and opinions.

Angel Broking Limited and affiliates may seek to provide or have engaged in providing corporate finance, investment banking or other advisory services in a merger or specific transaction to the companies
referred to in this report, as on the date of this report or in the past.

Sebi Registration No : INB 010996539

Buy (Upside > 15%) Accumulate (Upside upto 15%) Neutral (5 to -5%)

Ratings (Returns) :
Reduce (Downside upto 15%) Sell (Downside > 15%)
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