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Mixed Performance, Strong Order Book

Summary

HG Infra delivered a mixed set of results in Q2FY26 that underline execution
progress on its large road/HAM portfolio but also reflect near-term noise from
project accounting, higher financing and working-capital needs, on a standalone
basis revenue rose to Rs11.5bn in Q2 vs Rs10.6bn a year ago (+8.4% YoY) but
declined sharply QoQ from Rs17bn in Q1, driven by phasing of project billings.
EBITDA dropped to Rs1.5bn with 12.7% margin versus 16.4% last year and PAT
fell to Rs673mn, at 5.8% margin, reflecting higher finance costs and some one-
off provisions taken on specific contracts. We maintain BUY rating on the stock
with revised TP at Rs1,126 value at 10x FY26E EPS. Q2 consolidated revenue was
essentially flat YoY at Rs9.bn, EBITDA was Rs2.bn with 22.8% margin, down
modestly YoY, with management highlighting that consolidated comparatives
are muted because Rs21.1bn of intra-group SPV revenues and Rs3.8bn of profit
from solar/SPV activity have been eliminated until those SPVs begin operational
revenue, which depresses consolidated top-line and PAT in the near term.

Key Highlights and Investment Rationale

= Bid Pipeline: order book stands at Rs139.3bn, comprising roads (Rs91.6bn),
rail/metro (Rs27.2bn), solar and BESS (Rs16.2bn), T&D (Rs2.9bn), and others.
The company maintains a strong bid pipeline exceeding Rs700bn, with a major
focus on NHAI HAM projects, rail, and solar EPC opportunities expected to
materialize in H2FY26.

® Guidance: Management again reiterated order-flow and revenue ambitions
with target of Rs100-110bn of new order inflows in FY26 from NHAI and
select private clients, guided FY26 consolidated revenue to a band roughly
Rs65—-70bn and remain comfortable with FY27 revenue aspirations of
Rs78-80bn assuming continued wins and smoother appointed-date timing.

TP Rs1,126

Rs884
27%

CMP

Potential upside/downside
Previous Rating BUY

Price Performance (%)

-1m -3m -12m
(5.6) (11.2) (26.2)
(8.2) (16.1) (34.9)

Absolute
Rel to Sensex

Key Stock Data

Bloomberg/Reuters HGINFRA IN/HGIN.BO

Sector Infrastructure
Shares o/s (mn) 65
Market cap. (Rs mn) 57,595

3-m daily avg Trd value(Rs mn)
Rs1,661 / 875
84,479 / 25,879

52-week high / low
Sensex / Nifty

14.6

V/s Consensus

Shareholding Pattern (%

EPS (Rs) FY26E FY27E Promoters 71.8
IDBI Capital 103 129 FH 23
Consensus 87 103 DIl 10.1
% difference 18.7 25.2  Public 15.8
Financial snapshot (Rs mn)
Year FY23 FY24 FY25 FY26E FY27E
Revenue 44,185 51,217 60,519 69,051 80,089
Change (yoy, %) 22 16 18 14 16
EBITDA 7,103 8,220 9,507 11,573 13,590
Change (yoy, %) 21 16 16 22 17
EBITDA Margin(%) 16.1 16.0 15.7 16.8 17.0
Adj.PAT 4,214 4,387 5,197 6,712 8,416
EPS (Rs) 65 67 80 103 129
Change (yoy, %) 24.4 4 18 29 25
PE(x) 15.0 14 12 9 7
Dividend Yield (%) 0.1 0 0 0 0
EV/EBITDA (x) 9.0 7.6 6.7 5.1 4.2
RoE (%) 26.8 21 20 21 21
RoCE (%) 34 30 28 28 28

Source: IDBI Capital Research, Company
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Conference call takeaways

HG Infra’s order book stood at Rs139,330 mn, led by roads (Rs91,630 mn), rail/metro (Rs27,200 mn),
buildings (Rs16,200 mn), solar (Rs1,320 mn) and T&D (Rs2,960 mn). Execution ramp-up is expected across
corridors once monsoon disruptions fade.

Ganga Expressway EPC is 99% complete with COD expected shortly, while the UAR project is already open
to traffic. Jamshedpur elevated road progressed to 23% and Neelmuga—Tunkur improved to 48% as site
conditions normalised.

HAM portfolio showed steady progress: Karnal Ring Road at 82%, Raipur—Visakhapatnam packages nearly
complete, Khammam-—Devrapalli packages above 90%. Chennai—Sarupeta is at 28%, with multiple
appointed dates now secured for new packages.

Rail projects continued momentum with DMRC at 92%, Bilaspur—Arvindel at 75%, and Dhuli—-Nardana,
Gaya—Son Nagar and Karanjigaon progressing despite abnormal rains. New Delhi station redevelopment
began execution with early-stage progress at 3.7%.

Solar EPC portfolio (700 MW) is 94% complete. Of the Rs22,430 mn EPC value, ~“89% debt is sanctioned
and 74% disbursed. Heavy monsoons delayed a few sites, but all plants remain on track for commissioning
within months.

Additional solar and BESS contracts lifted cumulative capacity to 1,470 MW-AC. Procurement for BESS—
transformers, GIS, switchgear—has started, with orders expected by January. Equity requirement is
Rs5,000 mn, with Rs1,200 mn to be infused in FY26.

Annual revenue potential from BESS assets is Rs2,250 mn once fully commissioned. Execution on current
BESS sites has begun with Rs150—-250 mn revenue expected in FY26.

The company executed binding agreements to monetize five HAM assets at an enterprise value of
Rs35,840 mn, comprising Rs22,000 mn debt and Rs13,840 mn equity value to HG. One SPA signed;
remaining four to complete this quarter.

Equity infused into 11 HAM projects stands at Rs11,650 mn against total requirement of Rs17,090 mn.
Remaining infusion: Rs1,950 mn in FY26, Rs1,630 mn in FY27 and Rs1,860 mn in FY28.
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Q2 standalone revenue was Rs11,540 mn with EBITDA of Rs1,470 mn (12.7%) and PAT of Rs670 mn (5.8%).
Margin pressure stemmed from change-in-law provisions and discounting of certain Ganga Expressway
claims.

Change-in-law impact related to increased interstate aggregate duties and royalty revisions in UP. HG took
Rs4,000 mn provisioning in Q1 and Rs3,500 mn in Q2 to avoid carrying contested margins; no further
provisions expected.

Consolidated Q2 revenue was Rs9,050 mn with EBITDA of Rs2,060 mn (22.8%). Around Rs21,110 mn
revenue and Rs3,800 mn profit eliminated in consolidation due to solar SPVs still being capital work-in-
progress.

Debt increased to Rs16,340 mn due to vendor advances (Rs1,600 mn), mobilisation advances not received
(Rs2,500 mn), retention payouts and pending bank disbursements (Rs4,900 mn). Management expects
debt to decline meaningfully in Q3—-Q4.

HG expects FY26 revenue of Rs65,000—70,000 mn, supported by newly received appointed dates and
normalised execution. FY27 revenue is expected around Rs78,000-80,000 mn assuming Rs100,000—-
110,000 mn order inflow in FY26.

NHAl’s tender pipeline remains extremely strong, with Rs1,350,000 mn of projects at advanced land-
acquisition stages. HG remains confident of securing Rs10,000-11,000 mn orders in FY26, supported by
NHAI, Adani EPC and rail/metro opportunities.
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Exhibit 1: Financial snapshot: Quarterly

Particulars

Revenue

Cost of Construction Material Consumed

Construction Expenses
Employee benefits expense
Other Expenses
Expenditure

EBITDA

EBITDA Margin (%)
Other income

Interest

Depreciation

PBT

Provision for taxation

Net income

Source: Company; IDBI Capital Research

Q2FY26

11,537
4,251
4,757

863
201

10,072

1,466
12.7
166
393
340
898
225
673

Q2FY25

10,645
5,271
2,781

753
95
8,900
1,744
16.4
33
226
359
1,192
306
886

(Rs mn)
YoY Chg (%) Q1FY26 QoQ Chg (%)
8 17,092 (32)
(19) 7,958 (47)
71 5,520 (14)
15 929 (7)
110 329 (39)
13 14,736 (32)
(16) 2,357 (38)
-370 bps 13.8 -110 bps
409 23 628
74 376 4
(5) 329 3
(25) 1,674 (46)
(26) 419 (46)
(24) 1,255 (46)
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Financial Summary

Profit & Loss Account

Year-end: March
Net sales

Change (yoy, %)
Operating expenses
EBITDA

Change (yoy, %)
Margin (%)
Depreciation

EBIT

Interest paid

Other income
Pre-tax profit

Tax

Effective tax rate (%)
Minority Interest
Net profit
Exceptional items
Adjusted net profit
Change (yoy, %)
EPS

Dividend per sh
Dividend Payout %

FY22
36,152
43
(30,305)
5,847
40

16.2
(851)
4,997
(528)

78
4,546
(1,159)
255

3,388
3,388
61
52.0
0.0
0.0

FY23
44,185
22
(37,082)
7,103
21

16.1
(963)
6,140
(633)
181
5,687
(1,474)
25.9

4,214

4,214
24
64.7
13

FY24
51,217
16
(42,998)
8,219
16
16.0
(1,412)
6,808
(810)
126
7,191
(1,737)
24.2
5,454
1,067
4,701
12
67.3
1.5

2

FY25
59,932
17
(50,382)
9,550
16

15.9
(1,518)
8,032
(915)
138
7,255
(1,879)
25.9

5,376
5,376
14
82.5
1.6

2

FY26E
69,051
15
(58,241)
10,810
13

15.7
(1,601)
9,209
(1,064)
140
8,286
(2,146)
25.9

6,140
6,140
14
94.2
1.8

2

(Rs mn)
FY27E
80,089
16
(67,581)
12,509
16
15.6
(1,683)
10,825
(994)
186
10,017
(2,594)
25.9

7,423
7,423
21
113.9
2.2

2
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Balance Sheet
Year-end: March
Shareholders' funds
Share capital
Reserves & surplus
Total Debt
Other liabilities
Curr Liab & prov
Current liabilities
Provisions
Total liabilities

Total equity & liabilities

Net fixed assets
Investments

Other non-curr assets
Current assets
Inventories

Sundry Debtors

Cash and Bank

Loans and advances

Total assets

FY22
13,643
652
12,992
1,601
92
8,466
8,466
10,159
23,802

4,611
3,545
472
15,174
1,836
6,953
1,585
4,800
23,802

FY23
17,784
652
17,133
2,377
339
14,592
14,592
17,308
35,093

7,066
7,447
709
19,870
2,353
8,712
1,794
7,011
35,093

FY24
23,185
652
22,533
1,547
897
15,384
15,384
17,828
41,013

7,464
6,276
1,496
25,777
2,967
9,138
1,993
11,680
41,013

FY25
28,457
652
27,805
4,547
1,030
17,420
17,420
22,998
51,454

6,696
14,076
1,775
28,908
3,477
10,693
1,448
13,291
51,454

FY26E
34,478
652
33,826
4,547
1,172
19,622
19,622
25,341
59,819

5,845
18,076
1,981
33,917
4,077
12,429
2,060
15,350
59,819

(Rs mn)
FY27E
41,757
652
41,105
3,547
1,341
22,236
22,236
27,124
68,881

4,911
21,076
2,231
40,662
4,866
15,217
2,581
17,998
68,881
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Cash Flow Statement
Year-end: March
Pre-tax profit
Depreciation
Tax paid
Chg in working capital

Other operating activities

Cash flow from operations (a)

Capital expenditure
Chg in investments
Other investing activities

Cash flow from investing (b)

Equity raised/(repaid)
Debt raised/(repaid)
Dividend (incl. tax)

Chg in minorities

Other financing activities

Cash flow from financing (c)

Net chg in cash (a+b+c)

FY22
4,546
851
(1,104)
(467)
(2,686)
1,140

(573)
(933)
(222)
(1,728)

257

(52)

(543)
(338)

(926)

FY23
5,687
963
(1,571)
(2,316)
3,107
5,871

(3,177)
(3,902)

253
(6,827)

1,888

(65)

(648)
1,174

219

FY24
7,191
1,412
(1,931)
(1,091)
(1,803)

2,711

(2,051)
886
295

(870)

(525)

(81)

(851)
(1,456)

385

(Rs mn)
FY25 FY26E FY27E
7,255 8,286 10,017
1,518 1,601 1,683
(1,879) (2,146) (2,594)
(2,064) (2,337) (962)
1,037 981 673
5,866 6,385 6,202
(750) (750) (750)
(7,800) (4,000) (3,000)
138 140 186

(8,412) (4,610) (3,564)

3,000 - (1,000)
(104) (119) (143)
(915) (1,064) (994)

1,981 (1,183 (2,137)

(565) 593 501
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Financial Ratios

Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
Book Value (Rs) 209 273 356 437 529 641
Adj EPS (Rs) 52.0 64.7 67.3 82.5 94.2 113.9
Adj EPS growth (%) 61 24 4 23 14 21
EBITDA margin (%) 16.2 16.1 16.0 15.9 15.7 15.6
Pre-tax margin (%) 12.6 12.9 14.0 12.1 12.0 12.5
Net Debt/Equity (x) 0.0 0.0 0.0 0.1 0.1 0.0
ROCE (%) 36 34 30 27 25 25
ROE (%) 28 27 21 21 20 19
DuPont Analysis
Asset turnover (x) 1.6 1.5 1.3 1.3 1.2 1.2
Leverage factor (x) 1.9 1.9 1.9 1.8 1.8 1.7
Net margin (%) 9.4 9.5 8.6 9.0 8.9 9.3
Working Capital & Liquidity ratio
Inventory days 19 19 21 21 22 22
Receivable days 70 72 65 65 66 69
Payable days 52 71 71 71 71 71
Valuations
Year-end: March FY22 FY23 FY24 FY25 FY26E FY27E
PER (x) 243 19.5 18.8 15.3 13.4 111
Price/Book value (x) 6.0 4.6 3.6 2.9 2.4 2.0
EV/Net sales (x) 2.3 1.9 1.6 1.4 1.2 1.0
EV/EBITDA (x) 14.1 11.7 10.0 8.9 7.9 6.7
Dividend Yield (%) 0.0 0.1 0.1 0.1 0.1 0.2

Source: Company; IDBI Capital Research
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