COMPANY REPORT

PNC Infratech Ltd - BUY

Strong performance continues

PNC Infratech Ltd (PNC) reported strong set of numbers with 54% topline
growth to Rs.73 bn. Its operating margin continues to remain healthy at
14.0%. As on 31st Dec 2018, PNC order book remained robust at ~Rs.80bn
(excluding projects worth Rs.58 bn constituting three HAM projects and a
package of Nagpur-Mumbai Expressway). PNC has received appointed
dates for most of the pending HAM projects and also for the Nagpur-
Mumbai Expressway, which would support the topline growth in FY20E
and beyond. While the order book is strong, considering the massive bid
pipeline, the company is selectively eveluating opportunities. It has
currently bid for an expessway project and four Airport Modernisation
projects where bids are yet to open. Considering the robust order book and
bid pipeline, we expect PNC to clock ~40% topline CAGR over FY18-21E.
We also expect earnings growth to remain healthy on the back of high
margin order book under execution. PNC’s EPC business is currently
trading at 9.9x FY21E P/E. We recommend a BUY rating on the stock for
target of Rs.180 (based on SOTP valuation).

Massive Order book places PNC in a sweet spot; Execution
holds the key

While PNC has been hands full as far as order book is concerned, the
execution has been dragging due to land acqusition issues in certain
projects. With most of the projects falling on track, the execution run-rate
has improved drastically. We believe, the company is very well placed to
deliver industry leading growth over the next couple of years. Also, with
the strong order pipeline and PNC’s comfortable balance sheet position,
the company may look forward to bag some decent-size projects in the
medium term.
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Exhibit 1: Result table (Standalone)
(Rs m) Q3 FY19 Q3FY18 % yoy Q2 FY19 % qoq
Revenue 7,270 4,725 53.9 5,586 30.1
Operating Profit 1,021 663 54.1 746 36.9
OPM (%) 14.0 14.0 2 bps 13.4 69 bps
Other Income 68 57 20.4 61 12.0
Depreciation (241) (196) 23.5 (206) 17.2
Interest (187) (65) 188.0 (153) 222
PBT 661 459 43.9 448 47.6
Tax (187) 472 (139.7) (96) 9.1
PAT 474 931 (49.1) 351 34.9

Source: Company, YSL
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Exhibit 2: Status on key projects

Project

Nagina-Kashipur
Koliwar-Bhojpur
Bhojpur-Buxar
Varanasi-Gorakhpur
Aligarh-Moradabad
Varanasi-Gorakhpur
Sansarpur-Gobindpur

Gobindpur-Mojrapur
Nagpur-Mumbai

Expressway

Dausa-Lalsot-Kathun

Chitradurga-Davanagere

Jhansi-Khajuraho
(Package
Jhansi-Khajuraho
(Package

Chakeri to Allahabad

Aligarh-Kanpur
Package-I11

Challakere to Hariyur
section

Type
EPC

EPC
EPC
EPC
EPC
EPC
EPC
EPC
EPC
HAM
HAM
HAM
HAM
HAM
HAM

HAM

Status

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received on 15th January
2019 and project is under-construction
Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Appointed Date received and project is
under-construction

Financial Closure Achieved, Appointed Date
is Awaited

Financial Closure Achieved, Appointed Date
is Awaited

Financial Closure Achieved, Appointed Date
is Awaited
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CONFERENCE CALL HIGHLIGHTS

v

Debt at the end of Q3 FY19 stood at ~Rs.4.5 bn (Rs.3.2 bn towards
equipment finance and balance for Working Capital). The company
expects debt to increase to ~Rs.5.25 bn by end-F19. However, it is
likely to normalize to Rs.4-5 bn by end of FY20.

The three HAM projects that are facing issues related to achieving
appointed date is primarily due to issues like tree cutting and utility
shifting. The Company expects to receive appointed dates soon.

Outstanding orderbook in the key projects are a) Koliwar-Bhojpur
is Rs.3.9 bn, b) Bhojpur-Buxar is Rs.3.7 bn, and c) Varanasi-
Gorakhpur is Rs.4.5 bn.

While the company has commenced execution in the Purvanchal
expressway project, the revenue contribution has been insignificant
for now. The company expects execution to pick up in this project
and is targeting Rs.1bn revenues from these packages.

Based on the massive orderbook and contribution starting from key
projects, PNC is projecting topline of Rs.40 bn in FY20.

The Company has received mobilization advance of Rs.5.4 bn for
its projects. However, for some projects like Purvanchal
expressway and three HAM projects mobilization advance would
be receivable in next few months. However, as the rate of such
advance is currently high at 12%, PNC may not avail the same and
instead finance through borrowing on its own.

Effective tax rate for FY19E is likely to be at ~21-24% and for FY20
at 26~29% respectively.

The Capex for Q4 FY19 is likely to be at Rs.750 mn. For FY20, the
Company is targeting to spend Rs.1-2 bn.
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Exhibit 3: Valuation summary (Standalone)

Y/e 31 Mar (Rs m) FY18 FY19E FY20E FY21E
Revenues 18,566 26,363 38,227 49,695
yoy growth (%) 9.9 42.0 45.0 30.0
Operating profit 3,188 3,926 5,471 6,985
OPM (%) 17.2 14.9 14.3 14.1
Reported PAT 2,510 2,210 2,872 3,557
yoy growth (%) 19.7 (12.0) 30.0 23.9
EPS (Rs) 9.8 8.6 11.2 13.9
P/E (x) 14.0 15.9 12.2 9.9
EV/EBITDA (x) 11.0 9.3 7.2 5.8
Debt/Equity (x) 0.1 0.3 0.2 0.2
RoE (%) 14.9 11.6 13.4 14.6

Source: Company, YSL



'YES,/SECURITIES

INSTITUTIONAL EQUITIES

RECOMMENDATION PARAMETERS FOR FUNDAMENTAL REPORTS

Analysts assign ratings to the stocks according to the expected upside/downside relative to the current market price and the estimated target price. Depending on the expected
returns, the recommendations are categorized as mentioned below. The performance horizon is 12 to 18 months unless specified and the target price is defined as the analysts’
valuation for a stock. No benchmark is applicable to the ratings mentioned in this report.

BUY > 15%

ADD 5% to 15%

HOLD -15% to +5%

SELL > - 15%

NOT RATED

UNDER REVIEW

POSITIVE: Positive is rating given to stocks we like but yet to be formally included in our coverage universe.

NEGATIVE: Negative is rating given to stocks yet to be formally included in our coverage universe, but we find valuations expensive vis-a-vis fundamentals.

NEUTRAL: Neutral rating is given to stocks that are not under our formal coverage yet, but we find current valuation fairly representing fundamentals.

ABOUT YES SECURITIES (INDIA) LIMITED

YES SECURITIES (INDIA) LIMITED (“YSL”) was incorporated on 14th March 2013 as a wholly owned subsidiary of YES BANK LIMITED. YSL does not have any other
associates. YSL is a SEBI registered stock broker holding membership of NSE and BSE. YSL is also a SEBI registered Category I Merchant Banker, Investment Adviser and a
Research Analyst. YSL offers, inter alia, trading/investment in equity and other financial products along with various value added services. We hereby declare that there are
no disciplinary actions taken against YSL by SEBI/Stock Exchanges.



DISCLAIMER

Investments in securities market are subject to market risks, read all the related documents carefully before
investing.

The information and opinions in this report have been prepared by YSL and are subject to change without
any notice. The report and information contained herein are strictly confidential and meant solely for the
intended recipient and may not be altered in any way, transmitted to, copied or redistributed, in part or in
whole, to any other person or to the media or reproduced in any form, without prior written consent of
YSL.

The information and opinions contained in the research report have been compiled or arrived at from
sources believed to be reliable and have not been independently verified and no guarantee, representation
of warranty, express or implied, is made as to their accuracy, completeness, authenticity or validity. No
information or opinions expressed constitute an offer, or an invitation to make an offer, to buy or sell any
securities or any derivative instruments related to such securities. Investments in securities are subject to
market risk. The value and return on investment may vary because of changes in interest rates, foreign
exchange rates or any other reason. Investors should note that each security's price or value may rise or fall
and, accordingly, investors may even receive amounts which are less than originally invested. The investor
is advised to take into consideration all risk factors including their own financial condition, suitability to
risk return profile and the like, and take independent professional and/or tax advice before investing.
Opinions expressed are our current opinions as of the date appearing on this report. Investor should
understand that statements regarding future prospects may not materialize and are of general nature which
may not be specifically suitable to any particular investor. Past performance may not necessarily be an
indicator of future performance. Actual results may differ materially from those set forth in projections.

Technical Analysis reports focus on studying the price movement and trading turnover charts of securities
or its derivatives, as opposed to focussing on a company’s fundamentals and opinions, as such, may not
match with reports published on a company’s fundamentals.

YSL, its research analysts, directors, officers, employees and associates accept no liabilities for any loss or
damage of any kind arising out of the use of this report. This report is not directed or intended for
distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state,
country or other jurisdiction, where such distribution, publication, availability or use would be contrary to
law, regulation or which would subject YSL and associates to any registration or licensing requirement
within such jurisdiction. The securities described herein may or may not be eligible for sale in all
jurisdictions or to certain category of investors. Persons in whose possession this document may come are
required to inform themselves of and to observe such restriction.

YES SECURITIES (INDIA) LIMITED
Registered Office: Unit No. 602 A, 6th Floor, Tower 1 & 2, Indiabulls Finance Centre,
Senapati Bapat Marg, Elphinstone Road, Mumbai - 400013, Maharashtra, India.
Tel: +91-22-71123123 | Email: research@yessecuritiesltd.in | Website: www.yesinvest.in
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DISCLOSURE OF INTEREST

Name of the Research Analyst : Alok Deora, Lokesh Kashikar

The analyst hereby certifies that opinion expressed in this research report accurately reflect his or her
personal opinion about the subject securities and no part of his or her compensation was, is or will be
directly or indirectly related to the specific recommendation and opinion expressed in this research report.
Particulars

Sr. No. Yes/No

Research Analyst or his/her relative’s financial interest in the subject N
0

1 .
company (ies)
Research Analyst or his/her relative or YSL's actual/beneficial ownership of 1%

2 or more securities of the subject company(ies) at the end of the month No

immediately preceding the date of publication of the Research Report

Research Analyst or his/her relative or YSL has any other material conflict of

3 interest at the time of publication of the Research Report No

4 Research Analyst has served as an officer, director or employee of the subject No
company (ies)

5 YSL has received compensation or other benefits from the subject company (ies) No
or third party in connection with this research report

6 Broking/Investment Banking/Merchant Banking relationship with the subject No
company at the time of publication of Research Report

7 YSL has managed or co-managed public offering of securities for the subject No
company in the past twelve months

8 Research Analyst or YSL has been engaged in market making activity for the No

subject company (ies)

Since YSL and its associates are engaged in various businesses in the financial services industry, they may
have financial interest or may have received compensation for investment banking or merchant banking or
brokerage services or for any other product or services of whatsoever nature from the subject company (ies)
in the past twelve months or associates of YSL may have managed or co-managed public offering of
securities in the past twelve months of the subject company (ies) whose securities are discussed herein.

Associates of YSL may have actual/beneficial ownership of 1% or more and/or other material conflict of
interest in the securities discussed herein.
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