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IRCON INTERNATIONAL LTD. Sector Dec 07, 2022

Buy at CMP: Rs 65 | Target: Rs 87 (34%) Infrastructure

Ircon International Limited is a public sector construction company domiciled in India and incorporated under the provisions of the Com-
panies Act applicable in India with specialization in execution of Railway projects on turnkey basis and otherwise. After commencing
business as a railway construction company it diversified progressively to roads, buildings, electrical substation and distribution, airport

r
construction, commercial complexes, as well as metro rail works.
Script Details Investment Rationale

BSE Group A ¢ Order Book is 6.56(x) Times the Market Cap. of Company: IRCON international Ltd has a Market cap of Rs 6,099 Cr and holds
an Order book worth Rs. 40,020 Cr which is 6.56(x) of its Market Cap. and 5.42(x) times of its FY22 revenue. The order book is

BSE Code 541956 largely comprised by Railways (77%) followed by highways (18%). From the management Input, company is expected to add another

NSE Code IRCON Rs 9,500-10,000 Cr of Order block in H2FY23.

Bloomberg Code IRCON IN ¢ Picked up Execution to Drive Earnings Momentum: IRCON has picked up execution in Railways and highway space and report-

Market Cap (INR Cr.) 5,836 ed a 3yr sales/ profit CAGR of 15%/10%. On TTM basis, revenues/ profits are up by 21%/17% from FY22 depicts continuation of exe-

Free Float (%) 26.8% cution pace. Management has guided for 8.5 - 9% EBITDA margins at consolidate levels, its PAT margins does not deviate significant-
) ly from EBITDA margins as Other income largely compensate for the gap. Company has received ~50% of order book by Nominations

52wk Low/High 65/35 and rest through bidding. Modernization of railway Infrastructure is key positive trigger for IRCON.

Beta (1yr Nifty 50) 0.60

Face Value (INR)/ D. Yield (%) 2/4 Robust Execution capabilities with Sound Financial Profile: Company has demonstrated history of timely project completion and

Total paid Up Shares (Mn.) 940.5 provides confidence to complete existing large order book. It has a gearing of 0.29(x) and has strong cash flow generation ability

Share Holding Pattern (%)
Promoters Public Others
73.2% 26.8% -

Share Price Relative Performance

which reflecting in its payout to shareholders (3 yr avg. of 33%). IRCON offers a dividend yield of 3.86% with earnings visibility in
near term future. IRCON offers an Value Buy opportunity through its Comfortable order book positioning and cheap valuations.

Outlook and Valuations: We estimate a 11% CAGR in revenues over FY22-25E, with EBITDA margins as per guidance of 8.5%,
which implies a forward PE (x) and EV/EBITDA (x) of 6.5/ 1.8 for FY 25E. We value it with a earnings multiple of 9.1x (4yr avg Medi-
an) to FY25 earnings estimate which results in per share value of Rs 87 and recommend BUY on IRCON at CMP of Rs. 64.8 with Tar-
get price of Rs. 87 (34.3%).

i: Financial Snapshot
E Year Revenue EBITDA PAT PE Ratio (x) EV/EBITDA (x)
A FY22 8,955 698 696 8.4 2.7
T T T o T T FY23E 9,940 845 726 8.0 2.2
= : FY24E 11,034 938 805 7.2 2.0
FY25E 12,247 1,041 894 6.5 1.8

Source: Company Data, Ace Equity, GEPL Research
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Category Value RsCr) % of Total Secured Via Value (Rs Cr) % of Total

Order Book Breakup

Railyways 30,712 77% Nomination 20,612 52%
Highways 7,339 8% Bidding 19,408 48%
Others 1,969 5% Total 40,020 100%
Total 40,020 100% H Railyways
W Highways
Type Value (Rs Cr) % of Total Others
Domestic 37,190 93%
International 2,830 7%
Total 40,020 100%
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Terms & Conditions - For Investors

We, Research Analyst of GEPL Capital, hereby certify that all of the views expressed in this research report accurately reflect our views about the subject issuer(s) or securities. We, also certify that no part of our compensation was, is, or will be directly or indirectly
related to the specific recommendation(s) or view(s) in this report.

Disclosure: -

This document has been prepared by Research Department of GEPL Capital Pvt. Ltd. (hereinafter referred to as GEPL Capital) and this report is for personal information of the selected recipient/s and does not construe to be any investment, recommendation,
prospectus, offering circular or legal or taxation advice to you. This research report does not constitute an offer, invitation or inducement to invest in securities or other investments and GEPL Capital is not soliciting any action based upon it. This report is not for
public distribution and has been furnished to you solely for your general information and should not be reproduced or redistributed to any other person in any form. This report does not constitute a personal recommendation or take into account the particular
investment objectives, financial situations, or needs of individual clients. Before acting on any advice or recommendation in this material, investors should consider whether it is suitable for their particular circumstances and, if necessary, seek professional ad-
vice. The price and value of the investments referred to in this material and the income from them may go down as well as up, and investors may realize losses on any investments. Past performance is not a guide for future performance, future returns are not
guaranteed and a loss of original capital may occur. GEPL Capital makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability or obligation with respect to, the fairness, accuracy, completeness or correctness
of any information or update information or opinions contained herein. All investments including Future and Options are involving risks and investor should exercise prudence in making their investment decisions. The report should not be regarded by the recipi-
ents as a substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or GEPL Capital as a result of using different as-
sumptions and criteria. Foreign currency rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. The information contained in this report has been obtained from sources that are consid-
ered to be reliable. However, GEPL Capital has not independently verified the accuracy or completeness of the same. Neither GEPL Capital nor any of its affiliates, its directors or its employees accepts any responsibility of whatsoever nature for the information,
statements and opinion given, made available or expressed herein or for any omission therein. GEPL Capital and its affiliates and/or their officers, directors and employees may have similar position in any securities mentioned in this document (or in any related
investment) and may from time to time add to or dispose of any such securities (or investment. GEPL Capital specifically prohibits the redistribution of this material in whole or in part without the written permission of GEPL Capital and GEPL Capital accepts no
liability whatsoever for the actions of third parties in this regard. GEPL Capital or its director or its research analysts or its associates or his relatives and/or its affiliates and/or employees do not have actual/beneficial ownership of one per cent or more securities
of the subject company at the end of the month immediately preceding the date of publication of the research report. Our sales people, traders, and other professionals or affiliates may provide oral or written market commentary or trading strategies to our
clients that reflect opinions that are contrary to the opinions expressed herein, and our proprietary trading and investing businesses may make investment decisions that are inconsistent with the recommendations expressed herein.

Disclaimers in respect of jurisdiction:

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident or located in any locality, state, country or other jurisdiction where such Distribution, publication, reproduction, availability or use would be con-
trary to law or regulation or what would subject GEPL Capital its affiliates to any registration or licensing requirement within such jurisdiction. If this report is inadvertently send or has reached any individual the same may be ignored and brought to the attention
of the sender. This document may not be reproduced, distributed or published for any purposes without prior written approval of GEPL Capital.

Analyst Certification:

The views expressed in this research report reflect the personal views of the analyst(s) about the subject securities or issues. Compensation of our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service
transactions. Research Analysts of this report have not received any compensation from the companies mentioned in the report in the preceding twelve months.

GEPL Capital Private Limited is a SEBI registered Research Analyst entity bearing SEBI Reg. No. “INHO00000081” under SEBI (Research Analysts) Regulations, 2014.

Reg./Corp. Office: D-21 Dhanraj Mahal, CSM Marg, Colaba, Mumbai 400 001 Contact No +91 22 66182400

SEBI Reg. No. NSE/NSEF&O/CD - INB230993934, INF230993934 & INE230993934. BSE/BSE F&O- INB010993934 & INFO10993934,

For more information visit us at: www.geplcapital.com

Disclaimer: Investments in securities market are subject to market risks, read all the related documents carefully before investing. Investors must make their own investment decisions based on their specific goals, financial position & risk appetite. The content

provided herewith is purely for investor awareness only.
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