Hindustan Construction Company Ltd — 18 Dec 2025 Credit Rating Summary

This report analysis is based on the ICRA Sectoral & Macro-Economic Outlook (April 2026) and specific
rating actions detailed in the provided documentation.

Credit Analysis Summary: ICRA Sectoral & Macro Outlook (FY2027)

Section Details

Agency ICRA Limited
Rating Change Sectoral Outlook: Moderating (Shift from high growth to cautious stability)

Outlook (Current

. Current: Cautious / Moderating (FY2027) » Previous: Healthy / Recovery-driven (FY2026)
vs Previous)

1. Energy Inflation: West Asia conflict pushed WPI to 3.9% (Mar-26), expected to hit 4.8% (Apr-26).
(Implication: Margin squeeze for manufacturing).
Key Drivers of 2. External Deficit: CAD projected to rise to 1.7% of GDP in FY2027 due to energy costs. (Implication:
Change High import-intensive sectors at risk).
3. Volume Moderation: Industrial volume growth expected to slow down in FY2027 after a period of
high growth. (Implication: Revenue growth plateau).

INC Category (Non-Cooperating): Pranee Infrastructure Pvt. Ltd., Late Shri Vishnu Waman Thakur
Rated Instruments Charitable Trust.
Withdrawn: Shantai Exim Limited.

1. Inflation Spike: 38-month high WPI driven by geopolitics.

2. NBFC Resilience: Profitability remains strong in Q4 despite noticeable margin pressure.

3. Asset Quality: Crucial differentiator for lenders as portfolio growth moderates.

4. Trade Dynamics: Merchandise trade deficit narrowed in Mar-26, but services/energy offsets are
rising.

5. Regulatory Support: IBC overhaul aims to accelerate recoveries and reduce delays.

6. Credit Governance: Rise in INC (Issuer Not Cooperating) ratings suggests tightening disclosure
monitoring.

Key Observations

Margins: Negative; rising WPI indicates inability to pass on all costs.

Growth: Slower; volume moderation impacts topline projections.

Leverage: Risk of higher working capital debt to manage energy/input costs.

Dilution Risk: Low for NBFCs due to strong profits, but high for energy-dependent small caps.

Investor Impact

Agency Trend: ICRA is signaling a "Late Cycle" transition. While FY2026 focused on healthy growth, the
Agency | Cross FY2027 outlook is pivots toward "Managing Asset Quality" and "Geopolitical Risk Sensitivity."
Analysis Conclusion: Deterioration in Macro Environment. The alignment between rising inflation and
moderating volumes suggests a "margin-trap" for cyclical stocks.

Risk Signal: The transition to a 1.7% CAD and 4.8% WPI environment suggests equity investors should
Final Inference rotate out of high-beta manufacturing into defensive/pricing-power leaders. The "Non-Cooperating"
ratings indicate a tightening credit environment.

Note for Equity Analysts: * WPI Spike (3.9% - 4.8%): This is a critical lead indicator for a compression in
Gross Margins in the upcoming quarters for companies without strong brand moats. * INC Ratings: The
presence of infrastructure and trust entities in the "Non-Cooperating" list signals potential liquidity or governance
stress in the mid-market segment. * CAD at 1.7%: Suggests potential INR volatility, impacting companies with
unhedged USD exposures or heavy raw material imports.
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