
Hindustan Construction Company Ltd — Feb 2024 Quarterly Analysis

1. VERDICT & BUSINESS QUALITY SNAPSHOT

The punchline. Read this first — it frames everything below.

Result: Beat (Earnings) / Miss (Order Inflow) One-line: HCC has successfully institutionalized its "Bottom-Line

First" strategy, delivering consistent quarterly profits (Consolidated PAT ₹233.2 Cr) and structural deleveraging,

but the thesis is now under pressure from a shrinking order book (down to ₹11,000 Cr) and the absence of a

major contract win for several quarters.



Dimension This Quarter Signal / Evidence Sentiment

Beat/Miss vs

Guidance
Beat

Consol. PAT of ₹233.2 Cr driven by a ₹197.9 Cr exceptional gain from

Steiner divestment.
🟢

Earnings Quality Moderate
Operating EBITDA is healthy (16.2%), but PAT is heavily bolstered by

the Steiner Construction sale.
🟡

Guidance

Confidence
Neutral

Mgmt maintains a "12-15% EBITDA" stance but is vague on the timing

of new order wins.
🟡

Management

Credibility
Improving

Structural reduction in finance costs (halved YoY) proves execution of

the debt resolution plan.
🟢

Business Quality

Signal
Improving

Pivot to asset-light development in Steiner AG reduces risk; high-

diameter TBM progress at Vishnugad (431m/mo) validates technical

moat.

🟢

Key Q&A Exchange
Q2 + Order

Book

Mgmt admitted the "mismatch" between executable order book and

quarterly output is due to 2-3 year cycle.
🟡

The Street's Primary

Anxiety

Order Book

Burn

Backlog fell to ₹11,000 Cr; analysts are worried about revenue gaps if

new wins don't materialize by H1FY25.
🔴

Capital Cycle Stage Consolidation
Shifting from "Survival/Restructuring" to "Growth" via a ₹350 Cr Rights

Issue.
🟡

Margin Trajectory Improving
EBITDA margins (Consol) at 16.2% vs negative 10.6% YoY;

Standalone stable at 12.4%.
🟢

Pricing Power Stable
Niche positioning in Nuclear (65% share) and Hydro prevents

commodity-style bidding wars.
🟢

FCF Conversion &

Quality
Improving

Operating cash flow is being utilized for debt bullet payments (₹340 Cr

due March 31).
🟢

Competitive Moat

Signals
Stable

Monopile technology at Coastal Road (reducing piles from 424 to 79)

showcases engineering edge.
🟢

Balance Sheet

Strength
Adequate

Consol. debt reduced to ~₹2,000 Cr in OCDs; interest cost halved to

₹400-450 Cr range.
🟢

Working Capital

Efficiency
Stable

Inventory/unbilled revenue remains a sector-standard lag; no new red

flags.
🟡

Mgmt Guidance

Track Record
Mixed

Accurate on operational milestones; lumpy and non-committal on the

exact timing of contract awards.
🟡

Key Vulnerability
Order Inflow

Gap

Zero major wins in the last year creates a high-stakes "must-win"

scenario for the ₹46k Cr bid pipeline.
🔴

Management Tone
Cautiously

Confident

Arjun Dhawan emphasized "responsible growth" and "pricing risk

fundamentally" over volume-chasing.
🟢

Sentiment: 🟡 Neutral

Key Takeaways: * Positives: The turnaround is structural. Annual interest costs have been slashed from ₹1,000

Cr to ~₹400 Cr. The divestment of Steiner Construction removes a high-risk, low-margin Swiss contracting drag,

leaving a valuable real estate development pipeline (CHF 4.9bn). Engineering execution on marquee projects

(Mumbai Coastal Road, Vishnugad) remains superior. * Negatives: The order book is depleting (₹11,000 Cr vs

₹13,568 Cr in Q1). Promoter stake is low (19%) and heavily pledged, though they intend to participate in the

Rights Issue. Exceptional items (₹197.9 Cr) masks core performance this quarter. * Street Concern: Analysts

are hyper-focused on the lack of "news" regarding new orders. Management’s defense is that they are being

"selective" and waiting for lumpy Hydro/Nuclear tenders, but a failure to add ₹5,000 Cr+ in H1FY25 would signal



a terminal revenue decline. * Forward Watchpoint: The conversion of the ₹46,000 Cr bid pipeline and the

successful execution of the ₹350 Cr Rights Issue to fund growth working capital.

2. BUSINESS PERFORMANCE

2A. KEY METRICS DATA SOURCE: PPT figures primary. Concall used for commentary. Steiner figures

converted (CHF 1 = ₹97.4).

Metric
Current Qtr

(Q3FY24)

YoY

Change

QoQ

Change
Trend Mgmt Commentary

Total Income

(Consol)
₹1,512.3 Cr ↑ 10.4% ↓ 19.2% ↑

Revenue growth driven by execution speed; Q2 is

seasonally higher than Q3 in construction.

Total Income

(Standalone)
₹1,274.5 Cr ↑ 7.7% ↓ 30.5% ↑

Growth attributed to core infra execution (Coastal

Road, Metro).

EBITDA (Consol) ₹238.7 Cr ↑ 265% ↓ 5.7% ↑
Margin expansion to 16.2% due to divestment of

low-margin Steiner construction business.

PAT (Consol) ₹233.2 Cr ↑ 182% ↑ 3543% ↑
Includes ₹197.9 Cr exceptional gain from Steiner

Construction sale.

PAT (Standalone) ₹68.5 Cr ↑ 171.8% ↑ 31% ↑
Driven by structural drop in finance costs (₹146.3

Cr vs ₹235.6 Cr YoY).

Order Book

(Standalone)
₹11,000 Cr ↓ 18.9% ↓ 8.3% ↓

Execution outstripping inflows; "Zero" new major

wins in the quarter.

Order Inflows

(Consol)
₹0* N/A N/A ↓

No material Standalone adds; Steiner

development pipeline is static CHF 4.9bn.

Execution Rate

(%)
10.8% ↑ ↓ ↑

Revenue (Standalone) / Opening Order Book.

Reflects efficient site operations.

Book-to-Bill (x) 2.2x ↓ ↓ ↓
Dropping toward a critical level; needs 3.0x+ for

long-term health.

Net Debt (Consol) ~₹2,000 Cr ↓ 61.5% → ↑
Primarily OCDs; down from ₹5,200 Cr in Q1 due to

SPV carve-out and repayments.

Finance Cost

(Consol)
₹146.3 Cr ↓ 37.9% ↓ 42.8% ↑

Reflects debt reduction and lower interest rate

profile post-resolution.

Steiner AG (Dev.

only)
₹94.3 Cr ↓ 88.2%* N/A →

*YoY decline is due to divestment of construction

revenue (CHF 63.6m excluded).

Steiner AG PAT ₹25.2 Cr ↑ 107.6%* N/A ↑
CHF 6.1m. Pivot to development is significantly

more profitable.

2B. SEGMENT BREAKDOWN



Segment
Backlog (₹

Cr)

% of

Backlog
Margin Trend

vs Co.

Avg
Key Development

Transport ₹5,500 50% 12-14% → In-line
Mumbai Coastal Road 1st navigation span

launched Feb 2024.

Hydro ~₹2,200 20% 15%+ ↑ Above
Nikachhu (Bhutan) wet commissioning

achieved; Grid sync done.

Nuclear &

Special
~₹1,100 10% 15%+ ↑ Above

Fleet model approved for 12 reactors; HCC

expects high hit-ratio.

Water / Others ₹2,200 20% 10-12% → Below
Strategic shift toward lumpy, complex dam/

irrigation projects.

Steiner

(Swiss)
₹4,367 N/A High ↑ Above

Pure development model; pipeline value CHF

4.9bn (₹47,700 Cr).

3. MANAGEMENT OUTLOOK & EXECUTION TRACKER

Dimension Category Management Target / Claim
Required Run-Rate /

Mathematical Feasibility

Historical

Delivery

Risk

Flag

Guidance Margins 12-15% EBITDA (Consol).
Current: 16.2% (excl. one-offs

~13-14%). Feasible.
Delivered Low

Guidance Debt
Bullet repayment of ₹340 Cr by

March 31, 2024.

Requires ₹100-150 Cr cash flow in

Q4. Historical Q4 is strongest.
On Track Low

Guidance Order Intake ₹15,000 Cr+ capacity exists.
Needs immediate ₹3k-5k Cr win to

arrest backlog decline.
Not Delivered High

Strategy Steiner AG
Return of capital to HCC from

Swiss unit.

Requires larger capital raise or

stake sale in Switzerland.
Planned Medium

Strategy Bidding
Focus on ₹1k-3k Cr projects

(Nuclear/Hydro).

Pipeline of ₹46k Cr identified; ₹7k Cr

bids under evaluation.
Improving Medium

Strategy Rights Issue
Raise up to ₹350 Cr for growth

capital.

SEBI approval pending; likely in

H1FY25.
New Low

Macro Hydro Push
10 GW of Pumped Storage

(PSP) tenders expected.

HCC has "first-mover" advantage

at Tehri PSP (1,000 MW).
On Track Low

Balance Deleveraging
Goal is to be "Debt Free" as

early as possible.

Relies on Arbitration award

realization (Vivad se Vishwas).
Improving Medium



4. ANALYST Q&A



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

1 4.0 Nihar Shah Margins Financials

"We are seeing

a dip here so

what are the

EBITDA margin

expectations...

going into next

year?"

Management

clarified

margins

fluctuate

(12-14%)

based on

project mix

and that Q3

results do not

represent a

"dip" but

standard

variability.

This confirms

margins have

bottomed out

and

stabilized in

the mid-

teens,

supporting a

valuation re-

rating.

Precise

FY25

guidance

3.5 Directional

2 4.5 Viraj
Interest

Cost
Financials

"What is likely

to be your

interest cost in

the next

financial year

given you will

use proceeds

from Steiner to

repay debt?"

Rahul Shukla

noted interest

will drop to

₹400-450 Cr

range not

due to

Steiner

proceeds

specifically,

but the debt

carve-out

already

executed.

This

structural

reduction in

fixed costs is

the biggest

driver for

persistent

PAT growth.

Steiner

cash flow

impact

4.0 Quantified

3 5.0 Mahesh
Steiner

Cash
Financials

"Money that

has flown in

Steiner AG...

Will it flow to

the parent or

are there plans

Arjun

Dhawan

stated part

will

strengthen

Steiner's

balance

sheet and

Immediate

timeline
3.0 Strategic



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

in Steiner

itself?"

part will

involve

"return of

capital" to

HCC via

future capital

raising or

transactions.

The lack of

an immediate

cash transfer

suggests

HCC is

waiting for

higher Swiss

valuations

before

repatriating

funds.

4 3.5 Mahesh
Nuclear /

EU
Strategy

"Do you see

HCC... getting

an EPC nuclear

power kind of

project in

Europe?"

Management

declined,

stating focus

remains

strictly on the

massive

domestic

opportunity in

India where

their

execution

edge is

highest. This

disciplined

focus

prevents "di-

worsification"

into higher-

risk unknown

geographies.

None 5.0 Clear No

5 5.0 Sanjeev
Execution

Gap
Business

"Executable

order is almost

12,000 crores

and the output

is only 318

crores

[quarterly]...

why are we not

able to make

some big

progress?"

Mgmt

countered

that the

₹11k-12k Cr

book is a 2-3

year cycle,

implying an

annual run-

rate of

~₹4k-5k Cr

which the

company is

already

None 4.0 Operational



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

exceeding.

This

addresses

the

"execution

lag" concern,

showing the

P&L is

actually

healthy

relative to the

book size.

6 4.0 Saurabh
Steiner

ROI
Financials

"What was the

cost of

acquisition for

Steiner AG

versus the

disinvestment?"

Arjun

Dhawan

claimed the

current

divestment of

just part of

the business

is

substantially

higher than

the 2010

purchase

price for the

whole

company.

This

suggests

significant

hidden value

remaining in

the CHF

4.9bn

development

pipeline.

Exact ROI

figures
3.0 Qualitative

7 4.5 Saurabh
Bidding

Lag
Business

"I don’t see

much of HCC

in the news

about winning

various

orders... what

do you have to

comment?"

Management

admitted a

"shifted"

timeline by a

quarter or

two for 3

projects but

remains

confident in

the ₹7k Cr

pending bids.

The

admission of

delays

signals that

while the

Specific

win dates
3.5 Candid



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

pipeline is

strong, "hit

ratio"

conversion is

currently the

primary

bottleneck.

8 4.0 Faisal Divestment Strategy

"Why don’t we

divest the

entire Steiner

stake and get

money into the

company... so

that we can

survive?"

Arjun

Dhawan

insisted HCC

does not

need survival

money and

will divest

only at

"appropriate

valuation"

and time.

This signals

management

is no longer

acting from a

position of

distress,

which

preserves

shareholder

value.

Total stake

valuation
2.5 Defensive

9 4.0 Faisal
Promoter

Pledge
Governance

"Is there some

thinking within

the promoter

group to raise

their stake to a

respectable

level... out of

the pledge?"

Mgmt

indicated that

as the

company

"goes from

success to

success,"

opportunities

to prepay

debt or

refinance will

release the

pledge

obligations.

The pledge

remains a

significant

governance

overhang

until debt is

further

reduced.

Specific

pledge

release

dates

2.0 Hedged

10 3.5 Ashok Financials 3.0



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

Land

Assets

"How much

land parcel this

company owns

as

investment?"

HCC owns

~50 acres

across

Mumbai,

Thane, Pune,

and Navi

Mumbai,

including the

Vikhroli HQ.

This "hidden

asset" base

provides a

massive

safety net/

liquidity

buffer not

currently

reflected on

the P&L.

Market

Value

Asset-

backed

11 4.5 Pushpendu
Interest

Rate
Financials

"Interest

payment I see

is somewhere

around 150

crores... what is

our typical

interest rate?"

Weighted

average cost

of debt is

~11%;

quarterly

costs include

bank

guarantee

(BG)

commissions

and finance

charges. The

high cost of

BGs

highlights the

"working

capital tax"

HCC still

pays due to

its low credit

rating (BB).

None 4.0 Technical

12 4.5
Chirag

Shah
Arbitration Financials

"Vivad se

Vishwas

scheme... is

there any

development

on that front?"

HCC has

applied for

4-5

settlements

but is being

selective, as

the 35%

haircut is

often less

attractive

than waiting

for 100%

Settlement

values
4.0 Pragmatic



Q# Relevance Analyst Theme Category
Underlying

Concern

Management

Response &

Investment

Implication

Evaded /

Not

Addressed

Credibility Verdict

award

recovery via

bank

guarantees.

This

pragmatism

prevents

value

leakage and

shows

management

isn't

desperate for

immediate

liquidity.

PATTERN FLAGS & SENTIMENT * Order Book Depletion Anxiety: Analysts repeatedly questioned why the

company is execution-fast but win-slow. Management’s response—that they are "pricing risk fundamentally" and

avoiding "commodity-type" road projects—suggests a pivot toward high-margin niches, but the market remains

skeptical of the revenue run-rate beyond FY25. * Steiner AG Valuation Unlocking: There is a clear tension

between investors wanting immediate Steiner cash and management wanting to hold for valuation. The pivot to

development (CHF 395m in future fees) is the key bull-case driver for Steiner, transitioning it from a liability to an

asset-light profit engine. * Financial Normalization: The tone regarding interest costs and debt is significantly

more relaxed than in prior years. The bullet-payment structure (₹340 Cr) and the halving of finance costs have

shifted the sentiment from "will they survive?" to "how fast can they grow?".

Analyst Sentiment Verdict: 🟢 Cautiously Optimistic. Analysts are impressed by the structural turnaround and

the Steiner exit, but "Order Book Burn" is the single largest unresolved risk. Management’s credibility has

improved due to operational consistency, but the low promoter stake/pledge remains a persistent valuation cap.

5. WHAT CHANGED vs PRIOR QUARTER

What Changed Prior Quarter (Q1 FY24) This Quarter (Q3 FY24) Direction

Profitability Profile Core Turnaround (PAT ₹52.7 Cr) Exceptional Turnaround (PAT ₹233 Cr) ↑

Order Book ₹13,568 Cr ₹11,000 Cr ↓

Finance Cost ₹137 Cr (Standalone) ₹146.3 Cr (Consol) ↑

Steiner Business Integrated Construction/Dev Construction Divested; Pure Dev ↑

Debt Repayment SPV Inductions ongoing ₹340 Cr bullet payment scheduled →

Credit Rating BB- (Stable) BB (Stable) - Upgraded by ICRA/CARE ↑

Rights Issue Size Not fully quantified Board approved up to ₹350 Cr ↑

Promoter Tone Restructuring-focused Growth/Bidding-focused ↑

INVESTOR NOTES: * Earnings Quality: The ₹233.2 Cr PAT is skewed by the ₹197.9 Cr Steiner gain. Excluding

this, operating performance is stable but not "explosive." * Working Capital Lever: The use of "Monopile"

technology and TBM efficiency (431m/month) are the hidden margin drivers, reducing labor and time costs. * 



The Steiner "Stub": The remaining Steiner development business (CHF 4.9bn pipeline) is the "free option" in

the stock. If mgmt executes the return of capital, it could potentially wipe out all remaining Standalone debt. * 

Thesis Change: No. The thesis remains a "Recovery-to-Growth" story. However, the clock is ticking on the

order book; the transition is 70% complete, but the final 30% requires new contract wins.

STOP HERE.
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