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 Top-line disappoints: Nagarjuna Construction Company (NCC) posted a 
mere 3.1% growth in Top-line to Rs1,001cr (Rs971cr) for 1QFY2010, which 
was way below our estimate of Rs1,178cr. This sluggish growth in Top-line 
is attributed to lower Revenue recognition on account of cancellations and 
delays in order execution. This is the second consecutive quarter of poor 
show by NCC. Going ahead, we expect the company to post decent  
Top-line growth mainly on the back of strong Order Book and positive 
outlook for the Sector. For FY2009-11E, we expect the company to post a 
CAGR of 19.3% in Top-line to Rs5,913cr. 

 Operating Margins show an uptick: On the Operating front, NCC’s 
1QFY201 results exceeded our estimates. OPM at 10.4% (9.4%) surpassed 
our expectation of 8.4%. Going ahead, we believe that with the prices of 
bitumen, steel and other commodities starting to cool, the company could 
surprise on the Margin front as it has fixed price contracts. However, in our 
valuation model, we have factored in Margins of 9.5% and 9.7% for 
FY2010E and FY2011E, respectively. 

 Net Profit below our estimate: NCC’s Net Profit came in flat at Rs38.2cr 
(Rs37.1cr), which was below our expectation in spite of the expansion in 
Operating Margins. Net Profit growth was impacted by higher-than-expected 
Interest costs and subdued Top-line growth. Net Interest costs increased by 
45.2% to Rs34.6cr, which is a cause of concern.  

 Order inflow remains healthy: The company has secured orders worth 
Rs2,870cr during 1QFY2010 as against the full year guidance of Rs6,500cr. 
Though breakup of Order inflow is not available yet, we expect NCC’s 
international Order inflow to remain muted in FY2010 due to the global 
economic slowdown.  

 Sale of stake in Gautami Power: The NCC Board has approved selling its 
9.5% stake in Gautami Power to GVK for Rs113cr, resulting in capital gain 
of approximately Rs50cr.  
 

Key Financials (Standalone) 
Y/E March (Rs cr) FY2008 FY2009 FY2010E FY2011E 

Net Sales  3,473 4,151 4,885 5,913 

% chg 21.0 19.5 17.7 21.0 

Net Profit             161.9            153.9             185.2            234.2 

% chg  6.6               (5.0) 20.4 26.5 

FDEPS (Rs)                 7.1                6.7                 8.1              10.2 

EBITDA Margin (%) 10.4 9.0 9.5 9.7 

P/E (x)               20.3              21.4               17.8              14.1 

RoE (%)               10.3                9.1               10.2              11.7 

RoCE (%)              12.5              10.9               10.9              11.8 

P/BV (x)                 2.1                2.0                 1.8                1.7 

EV/Sales (x)                1.1                1.1                 1.0                0.9 

EV/EBITDA (x)               11.0              11.8               10.3                8.9 
Source: Company, Angel Research 
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Outlook and Valuation 
 
NCC is one of the leading infrastructure players of the country with presence across nine 
segments in the Infra space and strong Order Book, which ensures Revenue visibility for 
next couple of years. Though there have been some concerns on the Operation front 
including high commodity prices, land acquisition issues leading to delays in execution as 
well as some technical issues in this case the promoters defaulting on warrants, we 
believe the negatives are factored in the current market price of the stock. 
 
We have arrived at a SOTP Target Price of Rs142 for the stock valuing NCC's core 
Construction business at Rs111 (10x FY2011E EPS), BOT business at Rs15.0 and Real 
Estate arm at Rs16.4. We believe that at current levels of Rs144, the stock is fairly valued 
and provides little upside potential to our Target Price of Rs142. Therefore, we 
recommend Neutral rating on the stock, though it should be noted that the stock 
price may show an uptick on money raising news. 
  
Exhibit 1: 1QFY2010 Performance (Standalone) 
Y/E March (Rs cr) 1QFY2010 1QFY2009 % chg FY2009 FY2008 % chg 
Net Sales 1,001.0 970.9 3.1 4,151.4 3,472.9 19.5 
Total Expenditure 897.2 879.4 2.0 3,777.7 3,113.2 21.3 
Operating Profit 103.8 91.6 13.4 373.7 359.8 3.9 
OPM (%) 10.4 9.4 9.0 10.4 
Interest 34.6 23.9 45.2 96.4 71.9 33.9 
Depreciation 12.7 14.2 (10.5) 53.3 48.2 10.6 
Non Operating Income 1.4 0.9 61.6 4.2 5.6 (25.1) 
Nonrecurring items 0.0 0.0 0.0 0.0 0.0 0.0 
Profit Before Tax 57.9 54.4 6.4 228.2 245.2 (6.9) 
Tax 19.6 17.3 13.4 74.3 83.2 (10.7) 
Reported Profit After Tax 38.2 37.1 3.1 153.9 161.9 (5.0) 
PAT (%) 3.8 3.8 3.7 4.7 
Adj PAT 38.2 37.1 3.1 153.9 161.9 (5.0) 
Adj. PAT (%) 3.8 3.8 3.7 4.7 
FDEPS (Rs) 1.7 1.6 3.1 6.7 7.1 (5.0) 

Source: Company, Angel Research 
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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. 
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