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Generating Wealth Ramky Infrastructure Ltd

CMP: INR 605 Ramky Infrastructure Ltd is engaged in construction, Infrastructure
development, and management. In the EPC segment, the company operates in
Rating: BUY Water and wastewater projects, Roads & Bridges and buildings and
Construction, etc. In the Developer segment, the company is taking government
Target Price: INR 1,231 projects on a PPP basis and getting projects through competitive bidding. The
company has a presence in over 20 states and is majorly concentrated in Andhra
Stock Info Pradesh and Telangana. The company's client base includes NHAI, NTPC,
BSE 533262 Karnataka Power Transmission, Bihar State Road Development, etc.
NSE RAMKY Investment Rationale
Bloomberg RMKY:IN Strongest order book and execution shows business visibility: The order book
Reuters RAMK.NS stood at INR 94.98bn (5.6x of FY23 revenue) as of Q1FY24 showing business
Sector Infra visibility over the medium to long term. Around INR 42bn (~44.2% of order book)
Face Value (INR) 10 is from Operations & Maintenance which is executed ove?r 15-20 years. Around
Equity Capital (INR mn) 692 INR 52.98bn of the order book (~3.1x of FY23 revenue) is executable over the
quity Lap medium term and continuous order inflows show steady business visibility going
Mkt Cap (INR mn) 41,866 forward. The order book break-up is Industrials (52.3%), Building (26.1%),
52w H/L (INR) 643 /223 Wastewater (16.6%), Roads and bridges (1.9%), Power (1.6%), and 1.4% from
Avg Yearly Volume (in 1295 Irrigations. The company has a presence in over 20 states and the majority of
000’) ! orders book from Andhra Pradesh (~49%) and Telangana (33.6% and the
Shareholding Pattern % femaining.from oth.ers. Basefi. on current or.der .book and upcoming order
(As on Sep, 2023) inflows with execution capability, We are estimating revenue of ~INR 36.5bn
and EBITDA of INR ~9.31bn (~25.5% EBITDA Margin) by FY26E.
Promoters 69.81
DIl 0.38 Margin improvement backed by strong execution and cost optimization: The
FIl 0.60 company has implemented cost reduction initiatives on other expenses which
Public & Others 29.23 led to EBITDA margin improvement from ~14% (FY22) to ~20% in FY23. In
Q1FY24, the EBITDA margin stood at ~28% which is the highest ever in the past 2
Stock Performance (%) 3m 6m 12m years. The company continues to focus on higher-margin projects and cost
RAMKY 519 82 1629 optimization going forward.
NIFTY 1.7 10.8 12.9
Construction business witnessed steady growth along with margin
SLbiLs e improvement: Construction business has grew at a CAGR of 5.5% to INR
14,740mn over the period of FY20-23 and EBIT margins substantially increased
300 to 18.7% vs 9.8%/4.3%/1% in FY22/FY21/FY20 respectively. We believe
z‘;’z construction margin would improve further to above 25% going forward.
150 Debt reduction leads to improvement in Balance Sheet: The company has
100 reduced its short-term loans from INR 25.79bn (FY22) to INR 13.34bn (FY23)
%0 N N Q 9 9 9 Q which is expected to reduce the finance cost going forward. The debt reduction
5 8 3 & 5 }t" g led by a one-time settlement with financial lenders and promoters infused funds
through the monetizing of assets. In Q1FY24, Interest cost stood at INR 400mn
RAMKY Nifty 50 which is more than a 50% reduction over the past 2 years. The finance cost
reduction would improve the bottom line going forward. The company has
Abhishek Jain reduced dependence on working capital limits because the majority of orders
abhishek.jain@arihantcapital.com are from in-house & group entities and rely on mobilization advances.
022-422548871
Outlook & Valuation: Ramky Infrastructure has a strong order book of INR
Balasubramanian A 94.98bn (~5.6x of FY23 revenue) and regular order inflows show business
bala@arihantcapital.com visibility over the medium to long term. The margin improvement is

022-67114780

expected from high-margin projects, cost optimization, and reduction in
finance costs. The government has increased infra capital expenditure to 10
lakh cr (3.3% of GDP) in Budget 2023-24. The company is expected to benefit
from infra-sector growth along with strong execution going forward. At CMP
605, we have a “BUY” rating with a target price of INR 1,231 based on 10x
EV/EBITDA of FY26E EBITDA of INR 9.31bn, an upside of 103.5%.
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Stock Rating Scale Absolute Return
BUY >20%
ACCUMULATE 12% to 20%

HOLD 5% to 12%
NEUTRAL -5% to 5%
REDUCE -5% to -12%

SELL <-12%
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Disclaimer: This document has been prepared by Arihant Capital Markets Ltd. This document does not constitute an offer or
solicitation for the purchase and sale of any financial instrument by Arihant. This document has been prepared and issued on the
basis of publicly available information, internally developed data and other sources believed to be reliable. Whilst meticulous care
has been taken to ensure that the facts stated are accurate and opinions given are fair and reasonable, neither the analyst nor any
employee of our company is in any way is responsible for its contents and nor is its accuracy or completeness guaranteed. This
document is prepared for assistance only and is not intended to be and must not alone be taken as the basis for an investment
decision. The user assumes the entire risk of any use made of this information. Arihant may trade in investments, which are the
subject of this document or in related investments and may have acted upon or used the information contained in this document
or the research or the analysis on which it is based, before its publication. This is just a suggestion and Arihant will not be
responsible for any profit or loss arising out of the decision taken by the reader of this document. Affiliates of Arihant may have
issued other reports that are inconsistent with and reach different conclusion from the information presented in this report. No
matter contained in this document may be reproduced or copied without the consent of the firm.
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